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FOREWORD 



The need forj competent administrators of vocational edu?- 
cation has long b'een recognized, tfhe rapid expansion of voca- 
tional education programs and increased student enrollments have 
resulted in a need for increasing numbers of vocational adminis- 
trators at both the secondary and postsecondary levels, Preser- 
viqe and' inservice administrators need to be well prepared for 
the complex and unique skills required to successfully direct / 
vocational programs. - 

V 

I • 

The effective training of local administrators has been 
-hampered by the limited knowledge of the competencies 'needed 
by local administrators and by the limited ^availability of, 
competency-based materials specif ically' designed for the prepara- 
tion of vocational administrators.' In response to this' pressing 
need, the Occupational and Adult Education Branch of the U.S. 
Office of Education, under provisions of partPC — Research of- the 
Vocational Education Amendments of 1968, funded the National 
Center for a scope of work entitled "Development of Competency- 
Based Instructional Materials for Local Administrators of Voca- 
tional Education" during the petfi&d 1975-77. r That project had 
two major 6bjectives: ' . * 

s 

1. To conduct research to identify and nationally verify 
the competencies considered, important to iLocfal* admin- 
istrators of vocational education. T 

2. To develop and *f ield test a series of prototypic 
competency-based instructional packages arjjj a user's 
guide. One hundred sixty-six (166) high priority 
competencies were identified and six prototypic modules 

v and a user's guide were developed, field tested, and 

revised. 4 ' : 

Whil-e six modules had been developed, many more were needed 
to have competency-based materials that would address all the 
important competencies that 'had been identified and Verified. 
In September 1978 several states joined with the National. Center ♦ 
for Research in Vocational Education to* form tfhe Consortium for 
the Development of Professional .Materials for Vocational Edu- 
cation. Thbse states were Illinois, Ohio, North Carolina, 
New York, and Pennsylvania. The first five states- were joined > 
by Florida and Texas later in the first year. \ The first objec- 
tive of the Consortium was to develpp and field test additional 
competency-based administrator modifies of which this is one. 

j > Several persons contributed to the successful development 
and field testing of this module. bn managing the purchase of 
equipment, supplies, and insurance. David R. preer, Graduate 




Research Associate, assumed the Itiaj'o^ responsibility for review- 
ing the literature and for preparing *tfhe actual manuscript. 
Special recognition also goes tcr James Sullivan , Professor , 
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INTRODUCTION 




In these times of rising prices , dwindling' resources , and 
increasing taxpayers 1 scrutiny of how. their funds are spent, it 
is more important t'han ever that vocational education administra-, 
tors spend mpney so as to obtain the best value for the least 
cost* The ability^ to do this is not just an art; it is a system- 
atic approach that can be learned. Competency can be developed 
ih this area through reading, thought, and practice, f 

An institution can choose from several alternative ways to 
7 manage purchasing activities, depending pn the degree of cen- 
tralization of purchasing authority desired^.. Regardless of the 
system it uses, however, the institution needs to establish, and 
publish, a clear statement of purchasing policy. This policy 
shquld then pe supplemented ( by • a complete set of speci£*Lc proce-- 
duress. Consequently, the learning experiences that follow will 
ti^al extensively with not oply the content of these policies and ' 
prbcedures, but also- the steps you need to follow in establishing* 
£rnd. enforcing them. , ' 

The process of purchasing (or procurement, as some persons 
prefer to name it) is one df *the final steps in a sequence of 
actions, all devoted to ensuring that public money is well spent. 
The sequence begins when vocational educators, using advice from 
citizens, develop objectives for their institution's programs ' 
and devise methodsr .to attaryi .these objectives., Through *the bud- 
geting, process, they allocate- funds and other resources to. sup- 
port these activities, primarily by. (IX hiring people with the • 
nefcessary skills, and *(2) acquiring materials, some that are used 
directly in the classroom, lab/ or shop, and others that sustain 
the day-to-day operation of the institution. ^Oijce needed funds " 
are appropriated, .it is then the responsibility of instructors 
and administrators to actually buy. these items — the right" prod- 
ucts,, of the right quality, in the right quantity, at the right 
time, and at ttte right price. Finally, • education oJEfi^ials have " 
a responsibility to maintain accountability over theseiEems, 
through inventory control, security, resource conservation* main- 
tenance, and wise* use. * 

«■» 9^ *> 

This module is designed primarily to deal with that part ' 
of the procesfe that 'begins, when an administrator 'or' instructor . 
"wants something" (submits a requisition), and ends when the 
desired products (supplies, equipment, ot educational materials) - 
are delivered, paid 'for, and entered into the inventory records. 
In addition, the module will present information on insurance, 
for two reasons. 'First of all, insurance itself is* a major 
acquisition that should be* procured using many of the same 



principles that apply to other purchases. . Second , insurance 
represents a maj or means by which the institution can prptect 
itself against various types of loss, and thereby ensure that 
the money spent to purchase items will not be wasted. 
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Module Structure and Use 



This module contains an introduction and four sequential learning 
expediences. Overviews, which precede each learning experience, 
contai\the objectives for each experience and a brief descrip- 
tion of what the- learning experience' involves. ' 



Objectives 




iadministr 
Enabling Objectives : 

* « 

!• A ? te . r completing the required reading, cri- 
tique the performance of an administrator in 
a. given case study in developing an institu- 
tional purchasing policy. (Learning Experi-v 
ence I) 

2* After completing the required reading, analyze 
and correct a given purchasing procedure for 
correctness and completeness, (Learning 
Experience IT) 

3. After completing the required reading, cri- 
tique the performance of an administrator' in a 
given case study in providing tor insurance 
coverage against casualty losses and liability 
claims. (Learning Exper fence III) 



Resources A list. of the outside resources that supplement 

those contained within the module follows. .Check 
with your resource person (1) to determine the 
availability and the location of these resources, 
(2) to locate additional references specific to 
" ' your situation, and (3) to get assistance in 

setting up activities with peers or observations 
.of skilled administrators. 

^ Learning Experience I . — 

Optional 



• COPIES OF STATE LAWS, REGULATIONS, OR 

EDUCATION DEPARTMENT GUIDELINES relevant to 
purchasing policijfl, which you can examine. 



■{ 



Learning Experience II * 

Optional ^ 

• A COPY OF THE PURdffrSING PROCEDURES HAND- 
BOOK used by an educational institution , 
which you can examinfe. 

Learning Experience III 

Optional /• 

• AN ADMINISTRATOR experienced in the pur- 
chasing bf^insurance wfcom you can' interview.; 



• Learning Experience IV« 

Required 

• AN ACTUAL ADMINISTRATIVE SITUATION in 
which, as part of your duties, you can 
manage the purchase of equipment, supplies, 
and insurance. 

• A RESOURCE PERSON to assess your compe- 

' tency in managing the purchase of equipment, 
supplies, and insurance. 

Selected Terms jyaministrator- -refers ,to a. member of the' second- 
vary or postsecondary administrative team. This 
' generic term, except where otherwise specified, 
refers to the community college president, vice- 
s' president, dean-, or director; 6r to the secondary 
School principal, director, or superintendeht. 

Boards -refers to the secondary or postsecondary 
educational' governing body. Except where other- 
wise specified, the term w boar|3" is used to refer 
tp a board of education and/or a board of 
trustees. 

* • Institution — refers to, a secondar^or postsec- 
ondary educational agency. , Except where other- 
wise specified, this generic term is used to refer 
synonymously to secondary school's, secondary voca- 
tional schools, area vocational schools, community 
colle§e£, postsecondary vocational and technical 
schools, and trade schools. f 
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y Resource Person — refers to the professorial educa- 
tor who is (directly responsible for guiding and 
helping ypu pl^n and. carry out your professional 
mi * development! program. 

* * i 

Teacher/Instroctor — these terms are used inter- 
changeably /to refer to the person who is teaching 
or instructing stud.ents in a secondary or ,post- 
secon^ary^educational institution. 



U^e^'s Guide 



For information that is* common to all modules, 
such as procedures for module, use, organization of 
modules, and definitions of terms, you' should 
refer to the following supporting document: 

Guide, to Usincj tlompefrertgy-Based Vocational 
Education Administrator Materials^ Colum- 
bus, OH; The CeitCfer for Vocational Educa- 
tion, The Qh^o^State University, 1977. 



This module addressee task statement numbers 152-154 and 162-165 
from Ro^rt E. Norton et al.,. The Identification and National 
Verification of .Competencies -Important tp Secondary and .Post- 
Secondary Administrators of Vocatlonal^Education (Columbus, OH: 
The Center, for Vocational Education, The Ohio State University, 
-1977)* The 166 tasfc statements in this document, which were 
verified as important, form the research base for the National 
Center's competency-based administrator module development/* 



Learning Experience^! 



OVERVIEW 



mm 



\ 



AfT^r completing the required reading, criti 
the performance of an administrator in a,give 
pase study in developing an institutional pur- 
chasing policy. * , 



Activity 



You will be reading the information sheet, "£ 
Purchasing Policy: What It Contains and How You 
Prepare One," pp. 9-16. » T 



I ^ Optional 
^Activity m 



You may wish to obtain a copy of relevant state 
laws, regulations, or education department guide- 
lines regarding purchasing- policies , and to exam- 
ine them for provisions that would affect local 



policy development . 




You_wilI.be reading the "Case Study,* 11 ^p. 19-21, 
and critiquing the performance of the administra- 
tor described. . ^ 




\ 



\ 



You- will be evaluating your competency in critiqu- 
ing the administrator's performance in developing 
an institutional purchasing 1, policy by comparing 
"your completed critique with the "Model Critique'," 
pp. .23-24. 



( 
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OFOr information about the contents and purpose of a 
purchasing policy, and how to prepare or revise one, 
read the following informatioh*sheefc. > 



A PURCHASING POLICY: WHAT IT CONTAINS AND 
HOW YOU PREPARE ONE 

The purchasing policy is the general statement of principles 
and standards, approved by the institution Ns board,' that governs 
all purchasing- activities. A-,properly drafted policy statement 
establishes general guidelinssXrelated to purchasing. Based qn 
these overall guidelines; the administration can then develop 
"specific procedures fofi carrying out the board's purchasing poli- 
cies. -This "approach is consistent with the accepted doctrine 
that "the board adopts policies/ while administrators carry them 
out within the authority delegated by the board. Taken together, 
the policies and procedures make up a purchasing handbook, which 
should be made available, either in whole or in part, to* every 
person within t'he institution whp .might.be ^involved with purchas- 
ing actions. ,.< ,/ 

* * % t • ' 

Polidy Contents - „ 1 

This information deals with only the .policy aspects 

of purchasing. Let us begin by looking at the contents of a 
typical purchasing policy. Some of the usual sections^ contain 
statements covering (1) purpose, (2 J roles and relationships of 
institutional personnel, 13) bidding criteria, (4) decision rules 
for awarding contracts, (5) ethical standards, and (6) general 
procedural guidelines. >: * . 

General purpose . Th£s sectio/i should state that the pplicy • 
(1) was adopted by the board on a certain date,' (2) constitutes- 
official doctrine that applies ty> everyone within the institu- 
tion, and (*3) may be further supplemented by specific rules of 
'procedure* developed by the administra-tion/within its authority. 
It should also describe how the- remainder- of the policy document 
is organized, and < note any references (state law, board resolu- 
tions, federal regulations) that serve as a basis for the, policy 
•standards. (These references yan also be listed with each speci- 
fic provision to which they apply.) >*.•.<' / 

*< Roles and relationships jof institutional personnel . This 
w ill probably be one of the longer sections of the policy .<|° cu ~ 
ment. One way to. a irfe^S quick overview of ) this subject is "to „ , 
present an' organisational chart with -a brief fisting of duties 
similar to the one shown in sample 1. Note that these duty 



SAMPLE 1 

ORGANIZATIONAL CHART OF PUTTCHAS&, 



CHAS^G RESPONSIBILITIES 



Gener al Overall Plan : 
"K 



[BOARD 1 



| CHIEF ADMINISTRATOR"! 



BUSINESS AFFAIRS 



X 



INSTRUCTION 



PURCHASING"!! ACCOUNTING \ rTERSONNEL 



VOCATIONAL] 



BUILDINGS AND GROUNDS! 



PHYSICAL 
PLANT 



VEHICLES 
EQUIPMENT 



ACADEMIC 



(FACULTY) 



Detail — Purchasing Roles Only: 



Appoints chief administrator . 
Approves budget . 

Approves*T>urchase policy and procedures 
Approves purchases requiring bids 



CHIEF ADMINISTRATOR 



Carries out board policy on purchasing, 

disbursements, and accounting 
Recommends bid purcj^ses and vendors 



' BUSINESS AFFAIRS 

• i 1 , 

PURCHASING * ' * 

1* Receives requisitions 

2. Develops specifications 

3» Bids items 

4* Writes purchase orders 

5* Files encumbrances with 
accounting 

6* Follovs through on purchases 

7 t Files receiving reports 

* r v 

8, Submits invoice vouchers to 
accounting "for payment 

9. Inters items on Inventory 



ACCOUNTING * " /* 

1^ Records encumbrances 

2. Maintains fiscal records 
. .^Pnd reports 

3, * Prepares payments 
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descriptions are still general.. Specific instructions for han- 
dling the flow of paper work related to purchasing should not be 
covered here, but rattier in the procedures, part . of the handbook. 

However, this section of the policy .statement should con- . 
tain detailed statements aboiit the authority delegated to each 
l e evel of administration. For, example,* the purchasing agent ot 
director might be given authority to perspnally approve any pur- * 
chkse order worth N $2,000 or less. The. assistant superintendent/ 
vice-president far business and administration might have the 
authority' to enter into purchase contracts for $2,001 through . 
$10,00.0. Finally, all purchases worth mote than $10,000 might / 
require the approval of the board, upon the -recommendation of 
the chief administrator (.super intendent/ president) . Alterria- * 
tively, the* board might. decide that . certain routine purchases 
need .not be handled, by the purchasing office* at all. It could, 
therefore, delegate certain specific powers to the cafeteria or 
bookstoirp managers,' for example. In addition, the board could 
reserve decisionmaking p&wer over some purchases, regardless of 
value, e.g., motor vehicles ,/ insurance, or consulting contracts. 

This secticm should alsd state that, although the management 
of purchasing . is important, the administrators with purchasing 
responsibilities should not lose sight of the overall mission of 
the instituti&i. Purchasing activities should support* and facil- 
itate the educational program, never- supplant or hinder it. 

Bidding criteria . Specific policies — in the form of broad* 
criteria — should be Set forth in this } section about the con- 
ditions under-which competitive bids, must be sought. 'These 
criteria could be based .on the foliar value of^the purchases 
(sinfilar to the authority .limits cited above )^op the nature of 
the purchase (e.g., real estate, computers, insurance, advertis- 
ing brochures), the length of the contract period, or anj other 
relevant factors. In some cases, the board ipight require that 
its approval be- sought eveo before bids are solicited, as well* ' 
as r after the vendor is selected. • . 

< Decision rules for awarding contract^ . Whether prices are 
solicited through a formal, sealed bid procedure, or by using an 
informal request for quotation, the institution should state on 
what basis it decides to whom, it will award purchase contracts. 
The lowest price is the usual standard. However, other factors 
should be 'carefully considered, and the policy statfement should 
not only ^disclose these factors, but also indicate the relative 
ranking or weight given each in reaching decisions.. These. fac- • 
tors might ihclude A terns such as the following: 

• Quality of the bidder's product 

- • Extent to which the proposed item meets all important or 
relevant specifications > > v 



• , • Ability of the bidder' to deliver thje materials and pro- , 
vide maintenance or warranty services f 

• References f;rom the bidder's other customers cr x clients , 

• The bidder's general reputation and responsibility as * 
shown by. past performances ^ 

» # 
Ethical standards . , The board can do much. to earn public 
trust and confidence by making forthright , enforceable declara- 
tions about; the ethical standards it expects all members of the 
institution to maintain during their performance of purchasing 
duties. Not only do such statements reassure the , general pub- , 
lie, but they also g*ive notice to potential bidders that quality, 
service, and^price are the* most important considerations* not 
flattery, sociability, jovial friendliness, or favoritism. Such 
standards should attract reputable businesspersons and inform 
them that all. honest vendors have an equal opportunity to trans- 
act. business with Jthe educational-- organization. 

This section should also include specific references to 
other documents in which these ethical principles can be found. 
For example, your' state may have an ethics commission, or certain 
parts of the state legislative code might address conflict-of- 
interest an£ related situations. ^Also, the National Association 
of . -Purchasing Management (NAPM) has*~ formulated ethic-al princi-f 
pies, including some of those shown .in sample 2. 

• General procedural "guidelines . Finally, the policy state- 
ment could include any additional statements of principle that 
the board feels .are important 'in establishing the overall tone 
nature of purchasing ^activities , and that wi^ll "further guide the 
development specific procedures within the purchasing hand- 
book. These might be such concepts as fchp following: r w 

H Consider, first the interests/ of the educational^ insti- 
tution. < 

• Buy without- prejudice, using an acceptably specif ica- 
tionas,the basis for the, purchase. 

p Seek to obtain the maximum value for each expenditure. 

• 'Seek^the truth in buying, and , avoid showing favoritism 

• to specific vendors. 

• Operate all purchasing activities as ,^a service/to the 
remainder* of the institution. Conside^Nthe professional^ 
judgment of educators in assessing purchase options. 

/Develop technical knowledge about the products ySrTCi ser- 
. vices >eing purchased by the institution, including riot ' 
^only their physical arid economic qualities, but also their 
krole in the education process. . 

•• - ; " ; *\ 12. f . ' • " 



SAMPLE 2 
ETHICAL GUIDELINES 



All purchasing employees, and all other institutional per- 
sonnel authorized to conduct purchasing activities, "shall adhere 
j to these principles and standards. Each employee^is involved in 
the expenditure -of publ'ic funds and is held to the' Highest degree 
of public trust. No employee shall 'engage in or perimit any, ille- 
gal or" improper purchasing practices, including but+not limited 
to the following: 



• Submission of equal bids involving collusiori 

• Submission .of rotated bids r involving collusion * :v: 

• Kickbacks or Rebates ' *y % -'V \* 

• Conflicts of biterest-^These exist whenany personal 
interest, ^financial or otherwise, is present. 

•' Acceptance of gratuities, .gifts, "or entertainment by 
institutional -personnel : - . . f ^ 

• Participation in any community of financial interest 
with bidders ^ ' /->u>' ; : 



• Any practice that seems to eliminate competition or " 
' restrain trade * r^Y-i^^ , ^j^.Y 

• Meetings with vendors outside of usu^l* business' hours or- : 

.offices * tr . * ^ 

Further, any employee having knowledge of Vny of these ; prac- 
tices or of other ^unethical or illegal conduct by any employee 
^shall immediately report this knowledge- to - ' .^^ vj 

Engaging in or permitting unethical or-illegal conduct,, or the 
failure to report such conduct , ^constitutes grounds for* disc i- 
plinary action, including possible termination of employment^ 
and/or criminal prosecution. 



1 



If a 
he or she 
improper , 
of 



purchasing employee is requested to do v anything "that 
has cause to believe is illegal, unethical, or 
he/she shall immediately bring/ it- to tVe attention 



Reference : Section 



of th 



.1 



(state) : 



•hSAV ■ .J' -' ' 

'•-'^Revised*. Code 



-SOURCE: .Adapted, in part, 



from principles 



set .forth by the 



'National Association of Purchasing ^Management. 11^< 



• At 
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• Encourage the purchasing staff to participate in pro- 
fessional improvement activities— including additional 
formal education, inservic^ trainirtg, or related 1 civic , 
.activities — and ;to seek certification or recogpitiph by I * 
* appropriate professional drganizatioris. \ Reward st?iff for 
participation -9nd accomplishments. . ' - ' 

'Give preference to local businesses and industries , ~ 
where possible within prevailing criteria of price, qual- 
ity, and service (i.e., all other things being equkl). • 

. : ' Solicit business from firms, owned or managed, by persons 
■ of minority status — within these same criteria of price,, " 

: quality, and' service — and encourage or help them to meet 
( Institutional purchasing qualifications. (This is \a con- 
structive or developmental. "affirmative actioh" policy to ' 
help such firms compete , not to give them unfair advantage 
to win bidding contests.) ^ m 

Policy Development Methods " 

Now that you are aware of the basic contents of a purchasing 
policy, you should turn -your, attention to the process by which 
§uch a policy can be; developed. This apprdach will apply equally 
'well to the process of drafting specific procedures, also. In 
fact,>it can serve you adequately whenever you develop a policy 
and procedure document for any administrative area, npt just pur- 
chasing. . . • s . >i 

Existing practices . * A, cjpod- place to b£gdn is with your 
institution's currept^set of . practices . In effect, you shpuld 
collect some,\data abQut present methods used, or those that .have 
fc^tablished clear "precedent.*; This type of research obviously can 
be helpful t$> you <j>f ypu have, recently joined the institution > 
or have jujst received a new assignment that ^nqludes purchasing 
responsibility." >Howivjer., it is equally useful even if you have 
been Involved with these- activities^ for a long time. Often, in 
these casesy people's metfctdds ha\*e gradually changed. Or, situ- 
ations have vc&ariged, but :;ne>^ methods hav6 upt* yet been developed 
in xesponse. ,pr, some j>ersbns would like to improve t^eir ways 
of performing sbmfe tasks, /but , are; afraid - to proceed withbut i 
authorization. J By l&kirig new questions, not taking any thing, for 
-granted, and seeking fresh ideas, -you can use this step of policy 
and procedure development as a stimulus for Initiating necessary 
chapg^V *' n * ■ \ */ ' «f 

Among the questions ^ou should *ask yourself ^and others as 
ypu study cur reht/pracjb ices are jthe following: , 

" 4'* ' fftiat-jis; your: :role, in/ the 'purchasing proce 4 
• What * tasks do you perform within *this role? V 

1 1 • • 14 ± 
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• With whom must you interact to accomplish these tasks? • 

• Where do you get the information >ou need to function 
effectively? < ^ 

• Why do you use the particular methods you do? 

• Are changes needed?^ Can they he accomplished, in an 
educationally* sound manner? ; % „ 

Existing rules . Once you have developed a x complete* and • 
accurate picture pf how things are done in reality , you should! 
next search available institutional documents to see how things 
are supposed to be d6ne. That is, you** should study the minutes 
of board meetings, faculty/ administrative rules, handbooks, oper- 
ating manuals, and 30 on. This process will probably reveal some 
areas in which actual practices depart from policy, policy state- 
ments do not cover some activities, or the policy documents have 
fallen out of date. * 

» . * 

Next, ypu should expand your search, looking beyond the 
boundaries o^ the institution for other sources "of j official 
policy. State law and the regulations published by your state 
department of education are good places to begin. If your insti- 
tution has received some type of federal aid '(grant or contract), 
you should check for rules associated with that program, or look 
for general provisions in the Federal Register ., In addition, you 
might want to examine the guidelines of NAPM or other purchasing 
and ^business/professional societies. 

" Idea shoppiryg ." After you have this broad perspective of 
what is and what ought to be,, you could benefit from informal 
comparisons with colleagues in, other organizations to discover 
how they carry out purchasing activities! . Although you wouJLd be 
most interested in the functions of other educational institu- 
tions, you might also benefit ^from learning about practices in, 
-such other firms as service businjjfesies, small industries, hospi- 
tals^ social service agencies, or certain nonprofit organiza- 
tions. Developing friendships with othe* purchasing 'managers 
through membership in service clubs, professional associations, ^ 
or civic groiips is one way to promote the contacts that make this 
type of information-sharing ppssible. Another way is by attend- 
ing conferences or career development workshops in this area, 
whether sponsored by a professional association or a government 
agency. r - 

i 

• ffiafting the policy , finally, it is time to bit.- down and 
draw all these ideas together in*o a comprehensive,' accurate, but 
•flexible document. This task hJ.11. be easier if 'you include sev- 
eral of thpse faculty and administrators who $re most likely to 
be affefcted by the policy, or those who have- shown an interest in 
this project. Their presence will ensure that-the Areas involved 



have ah op'portunity for input, and they can help you decide among 
alternative approaches having different sets of advantages and 
limitations*' In addition this approach will give them a feeling 
of ownership in the process, thereby facilitating the implemen- 
tation process that comes later* You/should also employ legal 
assistance at this point — if you haven't already done * so when you 
were researching. , state and federal laws. An attorney can help 
ensure that the policy statements you draft are clear, well 
♦defined, within present statutory limitations, and enforceable. 

Policy approval . Another important s^tep of the policy . 
development process is to secure approval of the document by the 
institutions governing board. If you are not the chief adminis- 
trator yourself, then you will need to route your finislffed draft 
through him/her to the board; perhaps* the administrator will wish 
to ask key staff members to give the policy a final review before 
the board acts on it officially. 

Dissemination and evaluation . Once approved, the policy 
should be disseminated widely throughout the institution, with 
copies being distributed to all persons affected by it, and a 
copy" being available for review by any interested person. And, 
of course, you need to be continuously attentive to future needs 
for. evaluation and revision of the policies. You cannot expect 
them to be valid for all time. You should 5 , in fact, establish a 
routine reexamination of the new policies^ few months after 
they have been fully implemented (the "shakedown" or "break in" 
period), and then at fixed, longer intervals thereafter, e.g., 
eylffry two years. 

m Through your careful application of knowledge, practice, and 
effort, you and your institution should now be able tc^ examine, 
revise, and formalize your policies pertaining to purchasing. 
These policies, ir^ turn, will ultimately help you ensure that the 
institution's funds are spent wisely, to obtain .the best value at 
the lowest cost. ' 
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* Optional 
^Activity • 



You may vish to obtain a copy of any state laws, 
regulations, or education department guidelines * 
.regarding purchasing policies • In reviewing these 
documents', you should ask the following types of 
questions: * 

• Do tl;ese regulations provide specific guidance 
concerning the form local policy should take? 

• -Do local institutions Tiave wide latitude in 

deciding ;how to .conduct purchasing- activities? 

• Is assistance available to local administra^ 4 
tors as they seek to develop or improve purchas- 
ing policies? / 

• Must the appropriate state agency approve 
board policies? Will they provide a construc- 
tively 'critical review of proposed policies? * 



i 
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V The following "Case Study" describes haft a Vocational 

W \ education administrator developed a purchasing policy 

M Activity J for his institution. Read the situation described J 

E M and critique in writing his performance, including 

^^^^W ^pth the manner in which, he accomplished the task^and- 

^j^^^ tTTe quality ^nd contents, of the Resulting document. 

v ♦ CASE STUDY 



Frank Montagna joined the Fair Oaks Area Vpcational School' 
(FOAVS) last fall as its second director of businesa services. 
(His predecessor,' Albert Wh'eeler, had served ( 'ip* ttfis capacity ' 
since the school ,was chartered seven ye.£rs. ago. ) Franks imme- 
diate supervisor is the superintendent, Drr^Jonek, who told him * 
when he took the job that he wanted him to fetel* free to -make 
whatever policy and procedure changes he fe£t Were necessary to 
streamline the "business and administrative operations' of the - 
school /.sub ject to the, limitations of authority delegated by the 
board. 

After considering some of' the characteristics of the school 
(the size of the -faculty, staff, and student , body , plus the 
diversity of vocational specialty programs)* and' the size of his 
own staff, Frank concluded that the school could .function begt 
with a rather decentralized purchasing sys^enw Since* this would 
grant significant buying authority, to the directors of ,<§ach 
administrativ(«|Of f ice or vocational service "area , \fte realized 
that the sctyod? needed a policy to guide and unify \ these , activi- 
ties. ) \ * . 

. His first step was to discover what rules already were *dn 
*he books." He read closely the teacher's Handbook, the staff* 
Operating manual, and the minutes of the board of trustees for 
'the /last Seven years. Then, broadening the search further, t 
Frahk studied the guidelines accompanying a, federal .gr:atit 'the. 
scHool ^had received last year, and asked^ hiso college friend, 1 
Baifry Ryster (now practicing law in the towi^where Fait. Oaks is 
lopatec}), to check applicable state laws ^for^him. \ v ' * 

Finally, -"pjrank matfe' purchasing the topic of his -luncheon 
tabJk Conversation atCthe next several Kiwanis club* meetings , and 
attended a seminar on\this topic at the state vocational associ.- 
ation\nee,ting. By late^ January^ Frank was ^ready to collect his 
notes and write down a new policy, drawing from the 'strengths of* ' 
all \thoseihe had studied, and complying with lqcal state , and 1 
federal laws where appropriate./ After a long weekend at the 
dictating machine, and 3 few mdte evenings revising 'his drafts/ 
he presented a polished, succinct document to' Dr. Jones and 



asked that it be presented to the |joatd for approval ,at ^heir 
next meeting 3mj three weeks. , 

Before submitting it to the board, Dr. Jones shared the 
proposed policy with the vocational service area directors and 
his administrative^staf f . Several of them sought clarification 
of some key ib&is, and twto of them were raJLher disturbed at the 
strictness o^^so^e of the requirements. With a groan, Frank did 
sonte more rev i^ing> checking out his ideas with his colleagues, 
and again sent the draft to the board via Dr. Jones. 

This time the dpcument sailed through without comment, it 
('was then printed in final form and distributed to all persons 
r already having a copy of either the teacher's handbook or, the 
staff operating manual. Two months Later,, Frank vieited several 
of the persons most affected by the policy, vasking them -for their 
j, reactions, their experiences with the new provisions, and theij: 
-I suggestions fpr* improvement. Since their recommendations were 
J minor, he filed thej& for the time being, with the intention to > 
v repeajt the ^evaluation process more ■ formally next March, one year\ 
after the policy was adopted. * ' 

On the next page are the introductory section and the 
/table of contents , of the policy as they were first presented 
to Dr. Jones (before revision). * . 





INTRODUCTION 



This document represents the official policy of the 
Fair Oaks Area Vocational" School District in all mat- 
ters of purchasing* It applies equally to board mem- 
bers, administration , faculty , and staff , who are 
boun$ to dbserve carefully and follow faithfully all 

. its provisions , both in detail and in the spirit of. 
its intent. This policy may be amplified and imple- 
mented by specific procedural rules established under 
the authority of the superintendent , so. long as they 

, are consistent with the principles contained herein. 
The readers attention is directed further to the 
numerous citations following each specific policy 
statement/ because they rtefer to those particular 
provisions of applicable federal, state, local, or 

, profess ion^Vl aw and practice upon which these poli- 
cies are based. / 



TABLE OF CONTENTS 



I. Introduction (quoted above) 
II. Key .Perslffnel 

A. List of duties 



B. Reporting* requirements 

C. Items requiring board approval 

III. Policies Governing Bidding , "* • 

IV. tDistributipn Copied of purchase Order Fdrms f - 

V* Deciaratibn of Fair practicfes-and- Ethical Expectations 

VI. Schedule of Purchasing IfeadLines 
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Compare yout completed written critique of ^he "Case 
Study 11 with the "Model Critique" given below. ^Your 
response need not ex&ctly duplicate the model 
response i however, you should hjave covered the same 
major points. 



V MODEL CRITIQUE ' 

Policy Development Process 

Frank Montagna certainly undertook his policy establish- 
ment/revision process with enthusiasm and energy, but his fervor, 
caused him at the outset to overlook some obvious resources— his 
colleagues and staff. These persons were already involved in 
purchasing actions at FdAVS and dould; therefore/ share with him 
their experience, comments, and ideas for improvements! Never- 
theless, his search for information was otherwise thorough, and ~ 
he wisely sought legal assistance at this stage. In talking wit*h 
friends from other institutions and from the business world % in 
general, he also gathered some goo£ and useful information. 

When he sat down to draft the policy, . Frank made the same 
mistake -as before. He didn\t consult -his peers soon enough; even 
the aid of his lawyer friend Would have been N helpful at this 
stage. Eventually, of course J he worked .more closely with them,, 
and he appears to have learned his lesson sipce he solicited 
their comments after th£ new policies had undergone the' "shake- 
down" period. - 

* . 

Other jobs he did well we're thfc dissemination of the policy 
once adopted, and his recognition that both the superintendent 
.and board should review and approve the <policy document. 

Policy Content - \ 

\ ' ' 
The introductory section is fairly complete and well worded. 
It states the applicability oi the policy, refers to ^specific 
procedure documents that might be developed later, and places 
itself* in reference to governmental laws, professional standards, 
and other institutional policies. Perhaps it could have been 
strengthened by adding a sentence or two showing that the -policy 
^as^indeed adopted by the board and became effective on a par- 
ticular date. Also, there could have been some general philo- 
sophical statement of purpose saying that the School intends to . 
acquire items and services of the greatest value at the best , 
price, that it desires to treat all businesspersons fairly, and 
that it recognizes its role as steward of public funds, etc. 



r 

The table of contents reveals „a few errors in policy con- 
tents. For example f section II should probably have also 
included an organizational chart to supplement part A (list of 
duties), and a part D should have been included to specify the 
different levels of purchasing authority held by Dr. Jones, 
Mr. .Montagna, other administrators, vocational service area 
directors, etc . especially since purchasing authority* was being 
somewhat decentralized. N • ^ , 

'Section III on'bidding policies, certainly belongs in- the 
document. It^ should be supplemented, however, by another fsectipn 
stating on— what basis all purchasing; decisions are made, not just 
those involving bids. * c 

_ „ * —t + 

Finally, ^the septions on distribution of purchase order 
copies arid purchasing deadlines (sections IV and VI) are not 
appropriate for a^geTferal policy document. They refe» more prop- 
erly to, specific procedural rules — the how and when of adminis- 
tration and management — rather than to^the general who and wfry bf 
an in;stitutionwicie policy statement. Moreov er^) they are likely 
to change more often and are not as sweepiri^in their effects. 



Level of Performance ; Your completed written critique should 
have Covered the same major points as the "Model Critique." If 
you missed some points, or have questions about any additional 
points, you made, review the material in the information sheet, 
"A Purchasing Policy: What It Contains and How You Prepare One," 
pp. 9-16, or check with your resource person if necessary. 

t. 
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Learning Experience II 



OVERVIEW 




After completing the required reading, analyze and 
correct a given purchasing procedure for* corvee t- 
ness and completeness. 




You will be reading thp information sheet, . 
"Controlling the Steps of the' Purchasing Cycle, 11 
pp.*27-50. 



( Optional 
^Activity m 



You may wish to* obtain a "copy of the purchasing 
procedures handbook of an educational < institution, 
and to ^examine it for applications of good pur- 
chasing program design. - . 




.You will be reading^the ^Case Situation," 
pp. 53-57, analyzing a given purchasing procedure, 
and providing^dditional or corrected elements for 
that procedure. . - „ \\ , i\ 



You will be evaluating your Competency in analyz- 
ing and correcting a purchasing procedure by com- 
paring your completed analysis with the "Model 
Analysis,." pp. 59-60.^ ; , * 
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Activity * 

A ■ For information about how to control purchasing 

V M ac tions'fr„om start to finish, read the following 

X^^^F information sheet. \> 



CONTROLLING THE STEPS OF THE PURCHASING CYCLE 



« o 0 „n^ i ng / qUip ! nent and suPPlies for the 'school consists of 
St! ? Uer)C L° € ste P s u that ma *e up the purchasing cycle (see sam- 
ple 3). The cycle begins with the submission of the purchase 
requisition and ends with paying for the purchase^and^entering 
the item on the inventory. - /NT entering. 

» v - f Js'Q . . 

We will examine each of these steps in detail on the follow- 
ing I™ 965 / . Howeve F' let »s «"t look at the norma! seqSeSe of 
Sl^'atSTJV*!" nUmb6rS in theses are Key^ed 5 the 

The instructor .6r other user wishing to secure the item ini- 
tiates a purchase (1) requisition and submits it through 
channels to the business off ice. The instructor's depart- 
TSSf ^ ead ^Pro 3 ect director, and/or chief administrator 
indicate, in turn, their approval of the purchase requi-. 
sition before it reaches the business office. When an 
approved purchase requisition is received there V a purchas- 
SL"** < 2) , r f £ines -°r d evelops the s^mS^nS" 1 ^ 8 
then secures 3) gribe quot ations or bids tmm ip^ip ective 

on ?hf S K (S > PPl I***'' ^i^alers, or.manuf acturef s) . Based 
on the best price and/or other criteria, the purchasing 
agent selects a vendor and sends that firm a (4) purchase 
order, an official request for service or supplie f with 

Sn^fs^SV? Pay * ' At ' the Same * irae ' h «^he encumbers 
funds as needed to support the purchase. - The pu rchasing 1 
ofHce follows through to . (5) expedite delivery , assuring * 
Hi then Olivers, thg item .in good^ Onditio^to 

. the (4), receiving area of the institution. As soon as the 
purchasing agent learns of the satisfactory delivery, he/she 

ilvi^on 0 ^ 2 ^^"' ° f J» invoice - AThe (8) acclunt-inf 
division of th^ business office then" clears the encumbranc e 

Hi ni^^^ v! 00 ^ 5 -! 0 Sh ° w wiie * the ite » cara e into, 
J he institution's possess idn and to assign responsibility 
for its use, care, or consumption. , 

The details of the purchasing cycle may vary some from' 
institution to institution, but those portions of it ensuring 
that a proper purchase will be .made (i.e., ensuring that the item 
is bought at the lowest all-around cost, authorized by purchase 
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SAMPLE 3 



THE PURCHASING CYCLE 





(9) 



Enter Item in 
Inventory Control 
Records 




Enter Transaction 
into Accounting 
. Records 




Authorize Payment 




Receive ^Shipment * 




(i) 



Prepare Requisition 



(2) 



/ Develop 
'Specifications 




Solicit Bids or 
Price Quotations 



(5) 



Expedite Delivery 
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order, received in -good condition, and then paid for by the 
institution) must be present. This cycle*, properly followed , 
keeps the person request ix^h^ item informed and assures the 
administration that the ^policy and procedures for purchasing have 
been followed. 

If yours is a smaljLer instititution, many of these duties 
will be carried out by ohly a few persons, or even just one (the 
business officer or perhaps the chief administrator him/herself). 
In this case, not all of the forms or approval channels herein 
described will be required, but the -same orderly, methodical, and 
impartial approach must be observed. 

One important way in which this cycle varies is in the 
degree of centralization of the authority to carry out its par- 
ticular steps. Maximum centralization requires that all pur- 
chases be approved by the board, regardless of size. ~~At the 
opposite extreme, purchasing authority can be delegated to anyone 
within the institutions-secretary, instructor, custodian, busi- 
ness officer, counselor", etc. — who needs materials and to whom 
funds have been allocated^. The intermediate r approach involves * 
the establishment of a central purchasing office, which serves 
all those wanting to buy items, and which alone has the authority 
to obligate/ the institution in purchase contracts. Even with 
this method, the governing board may reserve for itself final 
approval authority for certain major purchases. This information 
sheet is primarily oriented toward this latter method. 

Many of the reasons for centralizing the purchasing function 
under the direction of a single purchasing manager, or as few 
administrators as possible, relate to the development of tihe' 
needed expertise and experience. Specifically, such an arrange- 
meht allows a centralized purchaser to maximize the necessary 
variables of quality, quantity, tima, source, and price as fol- 
lows : 

• Quality — A centralized manager can purchase standardized 
products that are , uniform and interchangeable. Being 
familiar with manufacturers and suppliers, he/she knows 
what types of products are available, and can conduct 
"value analysis" — a deterijiioat ion of what alternate prod- 
ucts at lower cost might be available to perform the same 
function as the requested item. Of course, there are 
difficulties associated with standardization, requiring 
negotiation and human relations skills to persuade users 
sometimes to give, up their favorite brands, models^or 
sizes for the sake of economy*. 

• Quantity — A central office that monitors supply 
inventory and demand levels is less likely to build up 
an inefficient surplus of items, and more likely to 
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anticipate shortages, thus avoiding expensive rush orders. 
A centralized office is also better able to take advantage 
of quantity discounts and to save delivery charges byv. 
being able to accept truckload, palletized, or case lotsT^ 

Timing — A unified purchasing office can effectively 
maintain a "tickler f^ile" that reminds administrators and 
instructors .when to order materials throughout the year. 
An experienced purchaser also knows how to avoid the 
vendors' rush seasons, thereby both lower inq costs and 
assuring prompt delivery. He/she is also more likely 'to 
initiate purchases with enough lead time to avoid delays 



Hie t 
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in receiving needed items. 

Source — As a single point of contact for sales repre- 
sentatives, a' central purchasing officer is in a better 
position to compare vendors with regard to product qual- 
ity, service, reliability, promptness, and general busi- 
ness reputation. 

Price — By knowing market trends and the alternatives 
savailable, a centralized purchasing administrator is b'et- 
ter able to select the most economical product from the 
least expensive vendor at the most advantageous time., 
Furthermore, since fewer offices handle the invoices,' cash 
discounts can often be secured through speedy payment of 
bills. 

Of course, variations from the "ideal" purchasing cycle 
also occur when there are difficulties in finding a lowest ^ 
cost vendor to supply the right product, when there are dis- 
crepancies in quantity or quality, and when delivery dates are 
delayed. It # is then that the purchasing department must request 
additional information from the sources of supply, or ask for 
further instructions from the person in the school wanting the 
item. At these times when the orderly routine of making a 
purchase is interrupted , certain decisions must be made. The 
'institution must decide which of the following actions to take: 

• Find alternate sources of Supply. 

• Cancel the order. 

• Rebid the item. 

• Change specifications. 

• Delay the time when the item was to have been received. 

• Return merchandise that has been damaged in shipment or 
is" inferior in quality. 

Some of these exceptional, irregular, or nonrcoutine procedures 
will be described later, but first we need to discuss the ideal 
or most desirable way to carry out these actions. 
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Let us examine each»of these general steps of the "normal" 
purchasing cycle in more detail. First, you should remind your- 
self of one point. Your objective as an administrator, is to.be 
able to control purchasing, whether you actually , perform the 
various purchasing tasks yourself or hire .a staff to perform 
them. Thus, yQu need to be certain that everyone within the 
organization is following the same set of instructions. This 
brings us to the importance of published* procedures — procedures 
.that many persons had a role in developing, procedures that. all 
interested parties understand, and procedures that are stable and 
resistant to change. Such procedures (1) of f er some degree of 
predictability, (2) allow any interested person to trace through 
the procedure far enough to learn, the status o v f a requisition 
he/she initiated, and (3) ensure- that the purchasing staff will 
be able to detect when something has gone awry so they can ini- 
tiate corrective action. 

One way to inform users about how the purchasing system 
works is through a handbook. This book should be prefaced by 
the general policies approved by the board. It should then go 
deeper into detail, presenting the mechanics — the where, when, 
how, who, on what form, etc. — thajt-have been established, 
approved, and modified by the_a£ininistrative staff persons them- 
selves, within the spirit of the overall policy. Because of 
their need for frequent * amendment, the contents of the handbook 
might well be presented in loose-leaf form. The handbook should 
contain instructions, flow charts, schedules/ lists, sample forms 
completed (correctly , do and don't checklists, directories of whom 
to call fox what, and other items designed to make it easy for 
the user to follow the right, steps. Finally, the handbook should 
be accompanied by several copies of the blank forms that the use^r 
is most likely %o need, along with instructions about where to 
get more forms. 



Preparing Requisitions . 

v v 
To start the whole cycle, someone must decide he/she needs 

something. This requestor might be an instructor, an administra- 
tor, a secretary, a project director, and so oh. The "something 1 ? 
needed might be a piece o ( f equipment, "a set of supplies, or some 
services such as cleanup, repair, or rearrangement of furniture. 
Equipment refers to items, such as large tools, machines, furni- 
ture, or AV devices, that last several year^f cost at least 
$25-$5,0, and are not consumed in ordinary use. These items are 
usually obtained from external vendors., Supplies , such as chalk, 
papejr, typing ribbons, forms, flobr wax, wastebaskets, hkve short 
life, low value, and/or. are consumed in use. They are often 
stocked as standard items by the institution, with orders for 
large quantities or special items being directed eventually to 
o'tatside vendors. Repair/ cleanup, rearrangements, and so on, are 
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usually covered' by a work order , which, is outside the scope of 
this" mod ule.*' < ~" *• 

' The proper way for the requestor to express, a need is to 
prepare a Requisition (see sample' 4); the t requfestor cannot merely 
say, "I want a widgfet." he/she luust describe the widget, in 
either .physical terms (2 ft* x 4* ft. *x 5 ft.-, *432 lbs,., red witlr 
blue whe r els) , perfonflance terms tcan-produce 15 thing-a-ma-bobs 
per hour), or by make <^nd model (Amalg^mated^WidgeJ: Company, model 
105-6B, or equivalent ).f The requestor should estimate the price 
(based on* a' catalog entry, a. salesperson 1 s word , or last year's 
records plus ,an allowance fpr inflation.)*, 'The estimate is impor- 
tant so that affected administrator's; can keep track of expendi- 

tures against ^iid^eted limi.ts-.~_ The lrequestor-caa- even s uggest a 

vendor, or attachVa brochure or copy of a page from a catalog — 
anything to help anyone who reads the requisition understand just 
exactly what the requestor wants. And^inally, the desired, or 
mandatory delivery date should be speoif-ied, along with a' deliv- 
ery location, if different from the institution's usual receiving 
area. 

" { < 
The requisition often requires several signatures, from 
faculty and administrators, of successively higher authority. 
Their signatures imply either (1) that the desired i£em is appro- 
priate for the requestor's intended use (a judgment made. usually 
by the department chairperson/vocational service area director) f " 
or (2) that the respective budget account has suf f icientisunds to 
support tHis purchase (determined by the director/chairman A the 
business office, or both). In this latter case, the budget] deci- 
sions should be based on planned purchases with a year-long per- 
spective 9 rather than on a first-come, first-served rationale; 

t 

Developing Specifications 

At this point, the purchasing official will probably* need 
to review* the specifications to be certain he/she knows, what the 
requestor w<ants. It might also be possible that two or more 
users have requested similar, but not Identical items. In this 
case, standardisation should be sought, but it .might not always * 
be desirable if there ar6 compelling educational reasons* for dif- 
ferent models or types of fc the sirtilar items. 

— : — • . 

1. For more information about how an institution operates piain- 
tehance programs, you may wish to refer to Manage Vocational 
Buildings and Equipment , part of the Compe*6*icy-Based Voca- 
tional Education Administrator 4 Module Series (Cblumbua, OH: 
The National Center foe Research in Vocational Education, The 
Ohio State University, -1981) . 



SAMPLE 4" 



PURCHASING REQUISITION ' 



Requisition Number 



ANYTOVN VOCATIONAL SCHOOL 



PURCHASING OFFICE USE ONLY 



Req, Date ' 



Dept. 
Name 



Dept. No.. 



Use this fora only when requesting the purchase of materials or 
services via the Purchasing Office. Give complete description as 
to name, size, grade, color, and catalog reference. List unit as 
each, dozen, box, etc., and estimated cost. Put the recommended 
source of supply in, the lower right corner, not in the description 
column. Deliver copies of this form to the Purchasing Office 
after all needed approval signatures are secured. ' • 





Deliver 



2J3 



Building 

For Additional 
Information Call 



Room 



Date •» 
Required Ma.cw a, mi 



2*1- C.**Zl 



Name 



Phone No. 



Purchase Order No. 




S105 wP 




Buyer 

70MCS 


Date of Order 








Bid Opening Date 

FcbtoA.y XO, Hit 


Delivery Promise 








Ship Via 




» V«vt«*» TruiR|iV«S 




Ship From 








Terras 








F.O.B. Point 









BUSINESS OFFICE USE ONLY 



Fiscal 


'Source 








Year 


of Funds 


Object Codes 


Obligation Number 


Appropriation Account Code No. 


51 


GtM 


ex. 3 


si- ^4 





Item # 



Quantity 



Unit 



ADMINISTRATIVE A PPROVALS 
, 

* Dept. Chairperson 
Asst. Supt. /Director 
Director^of Purchasing 



Description 



Videotape recorder .color, cassette, 

t pause, control , SOklV " 

>odd 3fr6 or equivalent* 

» Sm - , . " . k 

ftianK video Ca**ettas , V** loui 
interference , SO ram. „,« ^ ' ~ * 

equipment ca't u/ttk Gasters, 
B-skftif f -«o*hiah, to" k 36" , 

Loi t"K elejt>. and bra*e3 



Superintendent Approval 
(if applicable) 



Board of Trustees Approval 
(If applicable) 



Unit Price 



2.500 

30 

"\ 55 



5000 



150 



5S 



Recommended Source of Supply 
"ftCHC ELfcCTfcoHiCS 

"AMyTOiUM . USA 113*45 



OHCHUL 
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In the ideal case, the requestor will have entered complete 
specifications on the requisition- form, ready for immediate 
•bidding (see next section). In actual practice, ^some request- 
ors will provide no .specif icatdons* at all, and even resist the 
purchasing officers efforts to solicit any details. What • 
you shduld strive fpr is a constructive dialogue between ttfe 
requestor £nd the purchasing officer, perhaps including also 
the requestors peers and supervisor. Otherwise r t independent 
actions and antagonistic attitudes can result in the purchase /# 
of unsuitable items at inappropriate prices. 

Soliciting Price Quotations or. Bids t ' • 

At this time, it .is the duty of, the institutions authorized 
purchasing official to negotiate the actual buying: agreement. with 
a vendor. (This offidial might be the business off icer/ himself/ 
herself if the institution is^mall, or a purchasing manager*, 'or 
one of the agents on his/her staff in progressively larger orga- 
nizations.) Since the major criterion for awarding a contract 
and selecting a vendor is price, this person needs to secure 
f irmquo tat ions. J Normally, these are, secured in 'writing (see 
sapfE>l£\5), and sufficient time should be planned between the in i- 
Tatiornof the requisition and the desired delivery date to allow 
this c6nrespondence to be exchanged. You should be certain that 
the prosMCtivevgndor understands this is only ah inquiry, not a 
definite off enT^to buy. - * 

y . There are^om^ special cases, such" as the following, in 
which a dif f efent Tprocedure is appropriate:, o M 

• If time is short, quotations may *be sought by phone. 

. Decisions can then be made oh the basis of these orar ^ 
statements^, prpvided the price is later confirmed in., 
writing. f*^ 

• In another case, the institution might already be a 
party to an annual contract with a vendor of frequently 
purchased items (e.g., office furniture, paper, ^ath- 
letic supplies) in* which prices have been negotiated in 
advance. Sometimes these contracts are* drawn r up between 
vendors and a purchasing consortium . This is a group' of 
institutions (for example, all state-assisted technical 
colleges in a state, or arel* vocational* schools in' a* 
region) who pool their purchasing needs. x Because o^ the 
high volume of -business they Represent,** they qften can 
attract bids from more vendors, induce competition, ai^d 
thus negotiate contracts dffering significant discounts 

* , and favorable terms.. v * ,0 



-4 
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SAMPLE 5 i 
WRITTEN REQUEST FOR QUOTATION 



TO: 



>MALC»AWAT£0 PVLP MILLS 
• qaG BLACK. foX^st &OA(d" 



REQUEST FOR QUOTATION 

Ais Is only an inquiry. 
THIS IS NOT AN ORDER. 
Please Quote Promptly. 



Please quote us prices' on 
items listed below. Note 
delivery requirements, and 
state firm delivery "date. 



NORTH CALABASH TECHNICAL COLLEGE 

123 West Main Street ; 
North 'Calabash, • 12345 



Date w 
July io, 



Address Reply to 
fc. Ql. CheKer 



Reply Due by 
July ZS t i<\%Z 



Delivery Required by 



Item # 



Quantity 



Unit 



Description 



Unit Price 



^ Amount 



i. 
Z. 

3. 
A. 



500 

zoo 

20 
20 



hams 
reams 

reams 
returns 



tferograpky paper , uJM+c ( ilfe'fe u* 
Borvdl po.p«r ( 107» Cot+on , u>Ktie 

€ 

o 

Cons+rwctnojv/ paper , tk£$ort±c*. ca\or& t 



THIS IS NOT AN ORDER- 



VENDOR: Please Complete This Information 



1. Delivery Promised 

2. F.O.B. Point 

3. Terms 

A. Date of Quotation 



| gtsrchasing Agent^ > . Q Authorized Signature 



Requisition Number 
AB-OIZ-Q 



» « A-r * 
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• Your inaJtitution might have access to^property disposal- 
L salvage or surplus outlets of other educational institu- 
tions, government organizations, or the armed services. 
These goods are usually serviceable and, or course, much 
less expensive than new items. Also, you may be eligible 

9 to buy products made in penal institutions, which sell for 
very low prices. * c I 

' \ 
Finally, in certain cases (as specified in the purchasing ( 

policy) , prices will be determined by sealed bids. For example, 

bid solicitations are usually prepared for .equipment when the 

amount of the purchase exceeds a certain limitation e.g. y $500, 

and for supplies when a large volume purchase will result in 

Vubtstantial savings to the institution../ 

Preparing solicitation forms . The solicitation form resem- 
bles a~reqin^itrorr^ contains the specifications 
for, or description of f the desired item(s). It is also accom- 
panied by general bid conditions) written to inform bidders & 
about the conditions- under Which *the school, will purchase items, 
including (1) when ancj where bids will be received and ppened, 
(2) how final selection of the successful bidHer will be deter- 
mined, and (3) such assurances as are necessary to eliminate 
unqualified bidders', including a requirement that bidders bre 
bonded under some -conditions. A statement to the effect that 
,any/and all bids. may be rejected is inserted to exempt the school 
'from being" forced to make purchases solely on the basis of the 
lowest bid (see sample f>). 

It is at this stage that specifications" are most- important. 
Acceptable specif ications' can include the following descriptors; 

• An accurate generic name 

- * Special sizes and capacities * / 

* * * * * 

• Duty specification such as commercial or utility 

*-* • Electrical requirements including voltage and amperage 

• Whether special attachments are necessary to make the 
machine k>r equipment opetable 



• Assembled weight 

• .Finish 

• 'Materials A * 

• Qutflity-assurahce terms 



Another ^option is to specify that the item shall be equal tp a 
specif ic ^manufacturer's pr6dUct cited by name or model number. 
(Irrsuch cases, copies of the vendors catalog must pe made 
available tQ prospective bidders so that features and quality 
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SAMPLE 6 



SOLICITATION FORMS 



J 



L 



NEW SCHOOL DISTRICT 
April 29, 1999 



for: 



NOTICE TO BIDDERS * £ „ ? t 

Bids will be received by,the New School District until 10:00 a.m. , Friday, May 16, 1999, 



FLOOR REFINISHINC MATERIALS * ' 

Specifications may be obtained from the Business Office, New School District, 123 Main " 
Street, Ourtown, USA 54321. » . 

— + ' ' 

'The right Is reserved to -reject any or all bids. * > ./if"* <V 



Board of Education 
New School District 

by Rex Ryan 

Business Manager 



■5k - 



NgW SCHOOL DISTRICT ■: 



* . INSTRUCTIONS TO BIDDERS ^ ~'< \> x *'? f 

' ,-^>^ : ^ >v 

Mark plainly on outside of sealed bid "Bid *Enclosed--not to be opened until 10?00 *£mV^M ^ \ ■ 
Friday, May 16, 1999" and address your bid to Business Manager, New School District, 123 Main*/*' 
Street, Ourtown, USA 54321.* * ^ * % ^ * VyiiV % . 

Please fill in both "unit price" and "extension" columns on proposal form; use sea^unitr^ ' *«■- 
for price as that listed under "quantity" column so that all bids will be on common basis.' < ; • 

• . * - ; -v* "-^"T'N- 1 k 

Be sure to state the brand bid on after each item. You «ay bid on more than one braodltorv . 
each item, if you wish, but specify brand opposite each amount quoted. • . w . > ■ * 

* The right Is reserved to Increase or decrease the quantities actually ordered/ depending*'^ v 
upon how our *dget compares *ith total cost of all supplies. The quantities listed, however,- 
will be substantially the same as specified. * " - . < 4 >i-. . 

C v • ^ ^ . & • * , ■ ±f&W x ~ ' ' 

Samples must be submitted on every item; unless otherwise stated in the spec! f kca tftfli3^^V^ 
Please mark plainly on each sample (1) your name and address, and (2) the brand name of 'the ^ 

/ T "»« = , f.o\., Outtovn, net 30'day....' ^' vij^^ij^^ff".'* " 

on anything you cannot deliver to Ourtown within two weeks of receipt of- 
* „,v, mK i U / rrangement * for P* r tial delivery within two weeks and remainder within' "V 

Mf!o E \f? e ,, w r€a£ !f f be P"* 1 "**- » to make such arrangements, ptate^/A 

clearly quantity deliverable within two -weeks and delivery* date on remainder. • .^VPAJ»^V'* ^""i 

' 1-1 Jtoar d of Education & T \ ^. 

- 4 C^S ^r*- ' 



Please do 
purchase order, specie 



Of 
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Hfcw SCHOOL DISTRICT 

SPECIFICATION/BID TALLY % 
Floor Refinlahlng Materials 



Mr. Rex Ryan 
Business Hanger 
New School District 
Ourtown 

We agree to the terms f.o.b. Ourtown, net 30 days, and propose to furnish, the following 
Items In accordance with foregoing "Instructions to, Bidders" within two weeks of receipt of 
purchase order at 'the prices designated below: 



QUANTITY 

Floor sealer for wood floors, to be cleaned and ' . 

reflnlshed without sanding; auat be approved by 
unbiased association for above uae; enclose proof 
of approval with bid (sample of at least one .pint 

required); In 55-gallon drums I'i 5 drums 

Floor, sealer for gymnasium floors, color: clear, * 
made of bakfcllte; must be guaranteed not to turn 
dark, with age; aust be approved by Maple Flooring 
Manufacturers Association or other unbiased organi- 
sation as heavy duty gymnasium finish; enclose proof 
of approval with bid (sample 0 f at least one pint 

required); in 55-gallon drums 5 drums 

Lambs wool wax applicator pads, ten. Inch with good 

heavy material that won't pull out (aaaple required) 6 dozen 

Solid steel wool pads, coarse for scrubbing hard- 
wood floors, for uae with 14" floor machine; specify 
grade and diameter of steel wool bid on (sample not 

nece8 " r ^ * 3 dozen 

Date m 

Addreas _ \ 

\ ' by__ 



UNIT PRICE EXTENSION 



Name of Codpany 



\ 
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can be compared.) This doesn't mean that tfceir^ product must be 
the^exact duplicate* Rather, it gives competitive bidders a pro- 
totype standard by which speaif ications can be compared, using 
major features. It also gives the purchasing department the 
option to reject bids where vendors (1) have bid an inferior 
product^ or «(2) have constructed a piece of equipment fron cpm- 
ponents tdast will 'fulfill the requirements of the specification, 
>ut do not meet the intent to have an integral and matching piece 
of equipment* (Automotive tune-up equipment is ~a typical exam-*, 
pie. Such items as meters and "gauges could be assembled to ftieet 
the requirements for a "tune-up machine," ' but. do not meet the 
intent of the specification >for an integral and internally com- 
patible piece of- apparatus.) 

In some cases,* standard or commonly accepted -specif ications 
can be developed by consulting the publications or personnel from 
organizations s,uch; as the following: 0 , 

? * • U.S. National Bureau of Standards 
f , Washington, DC 

• American National Standards Institute 
70 East 45th Street 

New York, NY # * 

• American Society for Testing Materials 
1916 Race Street 

Philadelphia, PA « *. " \ 

• Consumers Report - . 
Consumers Union of U.S.,* Inc. 

256 Washington Street * . f 

Mount Vernon, NY ^ 1 • / 

• American Society of Mechanical Engineers * 1 
29 West 39th Street 

, New York, NY s 



National Institute of Governmental , Purchasing 
1001 Connecticut Avenue NW v 
ashington, DC \ 



* Specifications must not be f idicjalously complex or overly 
specific, however, particularly if they are designed solely to 
eliminate all vendors except the one for which a preference 
exists. This violates the bas\C pdlicy of /-fairness. For Exam- 
ple, specifying equipment color, location of accessories, opera- 
tor knob size, and -other Incidental features just for. the purpose 
of eliminating competitive bids should not be: tQl elated. Chief* 
administrators can^check for "sweetheart deals" or biased rela- 
tionships with certain vejndors. through an audit of purchasing ^ 
records, looking for items for which only one vendot submits 
bids.' Other vendors should then be surveyed to determine why 
they--ifad ^not— also responded. 

/ . * • ; . . 
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* There are instances, however, when screening out alternate 
name brdrfdsTof equipment might be permissible* For example, if 
it has been proven that certain bidders are unreliable, their 
equipment is inferior, tKey cannot provide service, or they can- 
not provide supplies and guarantees,* then^bic^s from these vendors 
should be eliminated* Moreover, if:. the desired equipment must 
match equipment presSjitly in the school .system to be workable, 
then this consideration should be spelled out in the bid; If 
color coordination is important/ this also should be made known 
to prospective bidders. in advance so they may prepare a fully 
acceptable bid. 

If the request for bids required special arrangements with 
vendors ,Mthese must be specified; they cannot be assumed to be 
automatijcV For example, furniture and equipment sometimes come 
only partially assembled. Siome equipment requires additional 
electri^l service, or operator instruction, to ensure its satis- 
factory use by previously untrained personnel. Still other 
equipment is larg e and bul ky a nd^of^a built-in nature-^ For exam- 
"pie , Tt^might need to be ins taTl ed^n"t^ — bu lid i ng ,d ur 1 ng con- 
struction. It may. also need to meet the construction schedule 
of one or more off;£he building subcontractors in order to be 
installed correctly. If , it arrives early, that would require 
storage and handling; if it arrives late, that would cause delays 
in the bulldlhcj schedule. Therefore, it is important that these 
conditions be a part of the description of the item in the bid, 
and appear conspicuously near the description so that the inten- 
tions of the institution are made clear -to the vendors from the 
outsejt.- ¥ B 

Special conditions can be imposed' on the bidder if desired. 
For example, an institution will sometimes require that samples 
be included with the^bid so that quality can be checked, and«com- 
pared (see sample. 6). Sometimes guarantees are requested, pro- < 
v.iding some indication of the conditions under which a' piece of 
equipment must operate* satisfactorily far a, given period of time. 

• J • 

Delivery and set-^p services are^sometimes reguested in the 
bid with statements such as, "To be delivered freight prepaid to 
the laboratory on 110 North Main Street, ancUset up complete and 
re&dy to riin . w This. allows additional costs fbr freight and r 
set-up charges to bd incorporated in the bid. .The practice 
could, however, eliminate some .bidders because of their remote 
location, or l£cjc of s^les or training^ personnel to install and 
operate the equipment, v One means of handling this situation is 
foy the institution to secure an installment agreement from the 
local crafts having jurisdiction (e.g.', the plumbers, carpenters, 
or electricians) , and relay this cost to the^vendor so -that it 
may be incorporated in the bid. When the equipment is installed, 
the School pays • the charges and subtracts them from theL billing 



V 



received from th6 vendor* It is important to -temember*, however, 
thcit such an arrangement must be made in advance. 

' In summary, the basic question that must be answered when a 
bid solicitation is written is this^: Does it allow for competi- 
tive bidding by several vendors so that the institution receives 
the best overall value for the money expendjrO? If it does not, 
then it should be rewritten. 

Contacting vendors . Vendors handling the specified products 
are generally selected from a "bidders list" and sent the solici- 
tations directly. The institution .maintains this approved bid- 
ders list, r consisting of the names and addresses of vendors, 
their products, and the names of personnel responsible for sub- 
mitting bids. Vendors can be added to the list by submitting a 
bidder data sheet, or the institution can consult business direc- 
tories provided by chambers of commerce or trade organizations. 
They may be removed for unsatisfactory performance, including 
failure to (1) deliver on time,. (2) honor quoted prices, (3) send 
fault- free merchandise, or (4) provide setvj.ce after the sale.* 
Vendors, that are removed or suspended from tjie bidders list for a 
prescribed period should be so informed in writing, along with 
the reason for the suspension. 

The institution may also be required by state law to adver- 
tise in designated newspapers to inform any other prospective 
vendors of the opportunity to submit bids on specific items. At 
least two weeks should be allowed from the time the advertisement 
appears until the bid must be received. A copy of the letter 
sent to the newspaper, together with the advertisement notice as 
it appears in the newspaper, should be filed to maintain an offi- 
cial record of this phase of the procurement process. 

Processing bids . Bids received' by mail before the required 
date should be stamped Received, with the date and time indi- 
cated, and then logged and placed in a holding basket. A bid 
received after the required date should be stamped, logged as 
late, and returned to the bidder unopened, with a letter indi- 
cating that it cannot be accepted. 4 

At public;, bid openings, it will be necessary to schedule a 
room of sufficient capacity to seat bidders, representatives of 
the press, and other spectators. In preparation for the bid 
opening, the buyer should have prepared bid »t ally sheet(s), which 
consist of the purchase specifications and space to the right, 
where each bidder 1 s oame and quoted price can be recorded (see 
sample 6). Each item, together with the prices quoted by each 
bidder, is then read aloud. If the price quoted is for an alter- 
nate to the name brand listed in the specification, it is common 
practice to record also the name, brand/ and model number with 
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the quoted price* In this way there will be np confusion with 
regard to what was actually submitted to meet the specification. 

**■ » • 

After the bid opening, the bids should be tallied so that 
the successful bid can be selected* If the vendor is on the 
^approved bidders list or otherwise acceptable , and the product is 
the sanie as specified , the purchase order is awarded to the low- 
est bidder* If the lowest bidder has bid on an alternate prod- 
uct, the purchase order is still normally awarded to the- lowest 
bidder , if the product is equivalent in the judgment of the 
buyer, a n3 is not objectionable to the person originating the 
requisition. In other circumstances, the buyer should consult 
with the requestor concerning the bids,. and then recommend the f 
product and vendor that best meet the following criteria: right 
product, right quality,- right price, right vendor, at the right 
time A «. v 

. \ 

Although it is often overlooked, a positive relationship • 

with vendors is-as--critical^s~oth 

public relations. It is important, for example, tfiat they 
receive prompt, courteous, and fair treatment at all times. All* 
price and specification information received before the bid open- 
ing should be considered strictly confidential; this trust must 
be guarded. For this reason, vendors should be discouraged from 
giving bid prices to instructors and others who might not be 
aw^re of this confidential charge. After the bid opening, it is 
indeed proper to inform a bidder that a price was out of line, if 
that is the case, or of any other reason for selecting another 
vendor 1 s product. In fact, the b ideally sheet (s) should be 
available for all to view at the bid opening, or later*. 

The bids — as well as attached literature that desc#\bbes the 
equipment a-nc} supply items, particularly alternates — should be, 
kept on file until after the purchase order -is written to the 
successful bidder. , 



Issuing the Purchase Order 

The purchase order (see sample 7) is very similar in con- 
tent to the requisition that started the whole process; i.e., it 
contains the description of an item or items and the quantity 
desired. However, it is different in several - important respects. 
First, it is addressed to a particular vendor. Second, the price 
on the purchase order is not an estimate; it^is the final outcome 
of an off§r and acceptance on the part of vendor and buyer (your 
educational institution). Third, the purchase order .carries the 
implied messaige, "Please deliver this to us; we promise* to pay 
for it." Finally, the person signing* the purchase order may be 
one of only a few persons in the institution having the authority 
to ooligate its funds,, as specified in the purchasing policy, 
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SAMPLE 7 



PURCHASE ORDER 



ANYTCWN VOCATIONAL SCHOOL 
123 Main Street 
Ourtown, USA 54321 



Purchase Order Number 



Ship To: * 
fVNyrou>M vocational swooi 1 

OO*T0U)M , OAA 5<U*» 

P.O. 



MARK ALL SHIPMENTS 
WITH THIS ORDER NUMBER 



Dept. 
Kane 



Dept. No. 



You are hereby authorized 
to furnish, in accordance 
with the terns, conditions, 
and specifications hereon, 
the .items listed below: 



VENDOR OR PAYEE 

• JOHN AMITM TV SALtS 
' KitARBV VIUCE. , USA 



Buyer 


Date of Order 








Bid Opening Date 




F«fc*u*'y io, usi 




Delivery Promise 


— > 






Ship Via 


Ship From. 




w«*/ty vine 




Terns 








F.O.B. Point 









Fiscal 


Source 








I 








Year 


of Funds 


Object Codes 


Obligation dumber 


Appropriation Account Code No* - t 




SI 








&1-*M 








Item t 


Quantity 


Unit 


\ De^etiption 


Unit Price 


Amount 




I 


t 


to.' 


ftCA Modal yidefirtap* rm.zord+.r t 


13*4"*. 00 


- 4,W<IM. 










casi**tc f*d , p*«se c 




> * t *> i * - i 










\ - 


aux • 


mpo+ jacK. , 






\ - 




L 




CArton* S? 


Amp«A vi**© cAasttr*.* , ao mm. § VV 














wide. 
















[Purchasing Office should Include at 














the bottom of this section all special 
Instructions rei delivery location', 
delivery deadline, installation, < 














warranty* discount terras^ etc*J v 


* 












i 








»"» ****** 










Mivir ho tatvr TKa * March *S 






•ft*'*-**,* 










a^n. o* *•* 0. Vac* . va**** conduct 














Tr»inMS^ SaSSia^t ,and S*+ up «4 f U»pm«n't 
Wy >V*#tk 18,14*1* tuarr*nty p«n*>4 










a 




1 year. 




v> . - * 







1 

•3 

'I 



3 



INSTRUCTIONS 

1* Packing list must accompany all shipments* 

2* No changes In this purchase order nay be made, 
except on Instructions from the undersigned* 



3. Hall all Invoices directly to the Disbursements 
Office, Anytown.- All Invoices must reference 
order number* 



APPROVED BYt * " 

For: V 

Director of Purchasing 



This transaction subject to state and school rules, 
and regulations governing procurement and bidding* 
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whereas the requisition had been signed by the person asking for 
the item. „ , 

LegSl opinions are divided over whether the purchase order 
constitutes a legal contract, 'i.e. , the institution's acceptance 
of the vendor's offer to sell as conveyed by the bid or price 
quotation. To ensure full agreement, it is better to consider 
'the purchase order as an offer to buy, and the vendor's acknowl- 
edgment (accomplished by returning copy 2 to,.the institution), 
would then constitute acceptance. 

Looking again at sample 7, you will note that the purchase 
order is written from the specifications and sent to the suc- 
cessful bidder. It contains the account number, purchase* order, 
number, buyer, date of purchase, delivery .promise, shipping 
instructions, terms of payment, and FOB, which indicates whether 
the price does or does not include shipping charges. FOB is an 
abbreviation for the* wo rds free on board , a' term commonly used in 
TheT>~srsr; If~it says "FOWt actory 4 ," then ttfe buyer must pay the 
freight and is responsible (or holds the carrier responsible) for 
any damage en route. iK it says^ n FOB destination (or the buyer's 
address)," then the vendar pays the freight and is responsible 
for any damage occurring/before delivery. 

The choice of who should pay for delivery depends on (1) the 
transportation means available to either party, (2) the need for* 
haste, (3) the degree of willingness of your institution to cope 
with the extra paper work involved if you pay freight bills, and. 
(4) the relative prices that .either party can negotiate with 
their respective carriers. Ther$ are times, for example, when 
it would be cheaper, faster, and safer for your institution to 
dispatch a courier in an automobile, or a custodian in a rented 
truck, to -retrieve a badly needed or fragile item. 

The purchase 'order should contain specific instructions 
about delivery, including location, necessary installation, 
setup, or operator training, and especially the delivery dead- ; 
line. It should mention any penalties to be charged for overdue 
delivery, or the date after which the shipment simply would not 
be accepted. 

The distribution of purchase order copies is an important 
dink in the communications chain that supports the purchasing 
cycle. Sample 8 shows one way that purchase order Copies are 
distributed and the purposes for distributing copies in this way. 

Encumbering Fundi 

Once the vendor Jis selected .and a firm price determined, 
the funds for that janirchase should be incumbered. This process 
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SAMPLE 8 

DISTRIBUTION OF PURCHASE ORDER COPIES 



PURCHASE ORDER 



Copy X - to vendor 
| Copy 2 - to vendor 



j Copy 3 - to requestor 
| Copy 4 - to receiving 
| Copy 5 - to receiving 



\ Copy 6 - to accounting 
I Copy 7 - purch-flle 
V Copy 8 - purch-flle 



kept by 

purchasing 

office 



to vendor 



#1 - retain In bis/her filet 



to requestor 



to receiving office 



to accounting office 



0 



#7 - file by purchase order number 



#8 - file by vendor, accompanied by 
all related docuaenta (requisi- 
tion, ^request for quotation, 
bids/quotations, memos re: 
delivery, freight charges) 



"—#2 - return to purchasing office 

(a) to acknowledge receipt of 
order 

(b) to confirm price 

(c) to Inform of promised delivery 
date 1 



#3 - (via all who approved requisition) 

(a) ahows t hat order h as been 

(b) give/ actual / f»t*ice\replac > lQg 
est Jbat edifice) foAbudget 
eontr&i-pur poses \ 




tha-T receiving -report ") fil e b y 



expected delivery date 

(a) as reminder of due/overdue 
shipments 

(b) to note full/partial shipments 

#5 - file by vendor's name; accompanies 
shipment during internal delivery 
-and inventory recording 



#6 - file by purchase* order number 

(a) to revise encumbrance by 
posting actual, instead of 
estimated, price 

(b) to reconcile against invoice 
and use to support payment 



ftV. 



-.i2S : If ftwtr copies are desired, copy #2 (acknowl<dgmentXonc« rtturnad by vendor, might be used aa 
f il# copy in lieu of #8; also, one copy might be used to perforai the functiona of both #4 And #5. 
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amounts to a reservation or .a "hold," ensuring that the same ■ 
funds will not be used to support another purchase before the 
first one is completed (similar to someone setting aside a ten 
dollar bill for a record album on Monday, even though he/she 
won't go to the store to buy it until Saturday morning). The 
encumbrance at this ,stage will be for the quoted/bid cost of the 
purchase; it can be adjusted later once the exaet price, includ- 
ing freight charges, discounts, and so on, is known. 



Expediting Delivery 

Expediting activities need to occur when orders have not 
completed th» purchase. cycle. Usually, these are o'rders ;that 
have not been* received, or orders that have been only partially • 
received. If the promised date has passed, but the order has not 
been received, the requesting department notifies the purchasing 

department, which checks wi th the receiving office. Expediting 

efforts can also be triggered by copies of the purchase orders-."' 
• kept by the receiving staff in a suspense file, sorted by deliv- 
ery promise date, if the order, has not been received', then ^he 
purchasing officer contacts the vendor. Each such contact with' 
a vendor is logged, and the order is then placed ahead in the 
suspense file under the new promised delivery date "tor future 

<w **-€ol low-up. The process continues until the order is completed or 
reconciled. Chronic delinquent deliveries can be deterred by ? 
imposing penalty costs or by threatening to remove a vendor frtfft 
the bidders list. • 

* 

Receiving Shipments 

The. shipping instructions on the" purchase order inform t 
vendor about where and how to ship the item. Usually, this i* 
a central receiving station where the merchandise can be unloaded 
and checked with a- minimum of difficulty by qualified, experi-*" 
enced persons. The receiving clerk is responsible for observing 
the unloading procedure and inspecting packages and crates for - 
visj.b±e_damage. If no damage, is visible and the count *agrees . 
^ with the freight bill, he/she then signs and dates the freight.- 
bill. If there are exceptions, these are noted' on the freight 
bill, and the driver is asked to countersign. 

-* ■ \ 

, The packing slip, or shipping . label , can be used to cross- A 
check the purchase order number against the contents. In cases' 
in which there is a possibility of losing, small parts or causing 
damage, the receiving clerk -should not be asked to, unpack the 
contents. Or, the technological nature of the contents may be 
such that an "expert" (vocational* instructor) must be involved. 
In such cases, the persons who requisitioned the item(s) should 
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be asked t<^verify the contents (as to condition and count) wften 
they do the unpacking • 



When the contents , purchase order number , and "owning" or 
user department have been noted , the purchase order number and 
department, should be written on the package. It should then be 
placed in the holding area from which deliveries are made to 
departments , whether by hand, cart, or truck (depending on dis- ^ 
tances between the institution's facilities).. 

If the delivery is only partially complete, a copy of the 
purchase order needs to be retained in the alphabetical list- 
ing of vendors from whom orders are still to be received, unless 
an invoice for a partial payment has been submitted previously. 

Delivery should also be noted on the "receiving report" copy 
of the purchase order (see sample 9),*and this report should be 

returned to the purc hasin g off i ce as s o oa-as the d e livery-Xs— — 

complete. 

* 

Freight bills that .accompany shipments should be referenced 
with the purchase order number, and copies should be sent to the 
purchasing office so that the charge can be made against the 
purchasing account. A copy of freight bills needs to be filed 
by purchase order number in the shipping and receiving office. 

(- " * 

v Items that are defective, damaged, or not. as ordered must be 

returned. They sifould be carefully packed, with the packing slip 
plus other directions to the vendor placed inside or- firmly 
attached., A copyof t:he packing slip and directions should also 
be sent- to the vendor by f irst^c^^s/iwul . If shipment -ts^by a 
parcel service, the item should be^wfeigtjed; £his figure needs* to 
be entered in the weight box Of the shipping : ticket and daiiy out- 
going* log. The log should a*iso contain the date, destination, 
shipper charges, and the account to .which they are to be charged. 
For motor freight shipments, the straight bill of lading should 
be completed. One copy of the parcel tickets and bills of lading 
x^rje then forwarded Xo purchasing, and one is retained for *the 
shipping/receiving office files. 

Authorizing Payments 0 fc 

When orderS have been received — and* verified as correct and 
acceptable by the* receiving staff or by user departments — the 
purchasing office can then advise the business office that the 
invoioe may be paitf. Orders should be referenced by purchase 
order numbef, user department, and respective account number(s). 
Shipping. costs that are also to be charged to the user department 
accounts shoulS^ae^eferenced using the same system. 
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SAMPLE 9 



RECEIVING REPORT" COPY OF PURCHASE ORDER 



;. r ANYTCWN VOCATIONAL SCHOOL ~- 



Pu r c na *« Orde r Number. 



Ship To: 

AWVTOU>« VOCATlOWAU SCMOOL 
II J MAiU STej.1T 
OU*TOu3M,OtA 5***1 



P.O. 1*03 «wP 



1 



Dept. 
Name 



^ -HARK. Ait SHIPMENTS 
WITH THIS ORDER NUMBER 



Campus 
^Delivery 



Dept. No. 



This :/onn is to be filled 
out and sent to the Pur- 
chasing t Di vis ion the d Ay 
the-material is received 
or service is tendered, 
~Jf_?Ws_ report represents 



a«par|lai shipment, request 
the Purchasing Division 
\o f fovard a supplemental 
"receiving report." If 
for any reason material 
is unacceptable or ser- 
vice Is unsatisfactory, 
provide full particulars. " 
Correspondence with ven- 
dors will be conducted by 
the Purchasing Division. 



— ; t 

VENDOR OR PAYEE 

• £DMM SmiTM TV SAUS 

• US MltH JTtUT 



Buyer 



Date of Order 
r»bf U «>y *l. nil 
Bid Opening Date *" 

P»fc*Vry jo, I*S1 



Delivers Promise 



Ship Via 



Ship From* 
Terms 



F.O.B. Point * 



1 



r.Y. 
11 



Source 
of Funds ^ 



Item # 



pbject 



Codes 



Quantity 



Unit 



e*r*e*s 



Obligation Number 



Description 



Appropriation Account Code No. 



rca Aoaci atq video**?* recorder, 
C*aseHc ft* }U»itx p*vte Control 
and aux » input* jVx.* 

video catsrBes , ao m»r», ^y^* 

u/idt, 





Date 

Received 


Carrier 


Waybill No. 


No. 
Pkgs. 


Cond. 


Ppd. 


Charges 


Received by 
(Central Rec.) 


Received by Dept. 
(Signature & Date) 


1 


3-a-U 








o* 


✓ 


— * 






2 


J-lS-Sl 




41* 


-* 


Ok 










3 


1- n-n 


• • 




1 




✓ 




- 


O »/## 


4 






IOC 


'* 






o 




fl^ a. tmtk *J*t> mm 


5 




| f 1 


142 




OK 


✓ 


0 


a. tift * • 








m ■ 












Copy 4 - 


- c& Receiving Office 














4 








Comp. 



• j 



48 



43 



Posting -Purchases to Accounting Records 

This step follows closely on the heels of the one just 
described. It is especially important that the encumbrance be 
cleared at this point* You recall that. the encumbrance was first 
made^ using the estimated price on an approved requisition r and 
then updated when a firm price was established through a vendor's 
quotation or the bidding process, it is, of course, still possi- 
ble that the final amount paid will be different, due to freight 
chaMfes or, cancellations of part of the order. I* the meantime, 
partial shipments might be received, followed by partial billings 
(invoices) and partial payments, if appropriate. Whatever the 
sequence, the encumbrance will eventually k be replaced by a post- 
ing of the actual expended amount . The uj3er department head 
will then see this reflected in the periodic budget expenditure 
reports. - Thus, he/she should be able to avoid initiating or 
approving requisitions that exceed budgeted amounts. 



Recording Items on Inventories 



r 



The final part of the purchasing cycle consists of entering 
the equipment and supplies on 'the institution's inventory record. 
The details of this phase of facility/property management ate 
presented more completely in another module of this series. 2 
You should know at jthis point, however, why this step is impor- 
tant to purchasing operations. Inventory; control preserves cet- 
,tain informatipn about an item, such as the following: 

• How much it cost , , 

• When' it was received * . < 

• Who supplied it 

• What accessories or associated items were included 

Moreover, inventory records show to whom major items of eguipment 
are assigned, ' and who, therefore, is resoopsible for theif care, 
maintenance, *and accountability. In the\cas£ of purchases funded 
by state or federal grants, the institution is often, required to^ 
affix a special* inventory label or number\o the equipment. Be * f 
sure your inventory form meets governmentalN^guirements , too. 
In the case of numerous or bulk items, inventory information 
indicates the rate of consumption and isj useful in forecasting 



2. For further information concerning inventory procedures, you 
may wish to refer to Manage Vocational Buildings and Equipment , 
part of the Competency-Based Vocational Education Administrator 
Module Series (Columbus, OH: The National Center for Research in 
Vocational Education, The Ohio State University, 1981). 

k . . . ■•• 

V 
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so, 



the dates by whicfc a new order must be submitted — thus bringing 
the purchasing cycle around full circle, ready to begin aga^n. 

You have read in the previous pages about an ideal purchas- 
ing system. The possibility of several procedural deviations 
probably occurred to you as you read these descriptions. For 
example , you might be skeptical about the writing of specifica- 
tions. You might feel that users don't have the time, Respon- 
sibility, or expertise to wri£e them, but suspect that purchasing 
officials, in their zeal for Standardization , could be too insen- 
sitive to educational needs. The important point is they must 
communicate with each other to develop , cooperatively, descrip- 
tions ultimately acceptable to both. 

Another problem arises whei* too little time is available to 
follow established or ideal procedures. In spite of advanced 
planning or administrative - urgings' to initiate purchases far 
ahead of time, someone always finds, him/herself near the end of a 
fiscal year, or grant period, wi|th money still to spend, and sets 
off an "eleventh-hour spending sjpree." -All educational adminis- 
trators involved with such actiohs, should ask, "Is this purchase 
really necessary? Can we buy it and still .treat all our vendors 
fairly? What are the consequences of not spending the money?" 

It is far preferable to' ,d eve lop standby lists of lower- 
priority equipment for which specifications have been developed 
in deliberate fashion, and for which price quotations or bids 
have been secured and periodically updated. Then, if funds 
indeed become available, it is v a simple matter to prepare the 
purchase order and encumber the remaining funds. This approach 
allows the purchasing office to save its energy for truly urgent 

and unforeseen needs— the replacement of a broken down boiler, ; a 

wrecked vehicle, a damaged shop tool, or the purchase of appara- 
tus needed to support a hastily developed^ new vocational course * 
or program. 

- « 
Also, there are many purchases that must Ije made in a hurry, 
but involve rerati^ely small , amounts of money — specially prepared 
poster board for a DECA exhibit, an exotic repair p$rt for a 
movie projector (the film is being shown tonight), a plaque for 
presentation to a visiting VIP, and so on. The purchasing pro- 
cedure can accommodate such contingencies by authorizing selected 
individuals to make cash or charge purchases up to a certain 
dQllar valuq, (perhaps $25), and then confirm the purchase later 
through the routine submission of a requisition- These "autho- 
rized" purchasers must understand that it is' possible that their 
purchase might be disallowed upon closer consideration, making 
them personally responsible for charge purchases, or nonreim- 
bursable for cash transactions. Also, they need to kn<j>w which 
fSwstores have open accounts with the institution, ana should 
know how to secure sales tax waivers by providing the institu-; 
tion's tax exemption number. 
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^Activity 



You may wish to obtain a copy' of the purchasing pro- 
cedures or handbook of a secondary or ppst^econdafcy 
Activity ■ educational institution* Review this document care- 
fully, looking for the steps of the purchasing cycle 
and asking the following types. of questions: 
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• Do the procedures appear to be well coordi- 
nated? 

>4 

• Are purchasing authority and bidding limits 
clearly stated? 

• Are sampl-fe forms available for examination? 

• Is the flow of "paper work" from one office to 
anpther clearly depicted? 

» 

• Are there\any novel ideas that you might 
incorporate in your own purchasing pro gram if 
you were called upon to design one? 





^^^^N^ The following "Case^ actuation" describes a situation 
j • ' in which an administrator was assigned to develop and 

m Activity \ publish procedures toScontrol purchases at a x postsec- 
■ M ondary vocational education institution. Read the 

^£ situation description,/ examine closely the outline of 
^^^/^r the procedure handbook she drafted, and identify any 
deficiencies that may exist. Correct these errors by 
providing either improved directions, or adding new 
procedural steps as needed. (You can make these 
changes on the proposed outline itself or describe 
them on a separate sheet of paper.) 

* 

Although this case applies specifically to a post- 
secondary, institution, the general principles it 
illustrates will apply, in most cases, to secondary N 
schools as well. Remember, this is a hypothetical, 
not necessarily an io^al , set of procedures. 



r 

CASE SITUATION 



Look^way Hills Community College,, with a student body, num- 
bering 4,o0t) full-time and part-time students, has served its 
three-county area since its founding right after World War II. 
During that time, the college has grown from one with only a few 
agriculture and industrial training programs for veterans to a 
comprehensive educational and cultural center, with a broad range 
of technical programs in health, business, science", and parapro- 
fessional -career fields as well. It also has a mission to offer 
pre-baccalaureate transfer and adult/continuing ^education pro- 
grams to the general public. 

Along with this growth in -numbers of students and diversity 
of programs has come a more complex college organizational 1 struc- 
ture. In the early days of the college, the busin'ess manager 
handled all of the administrative support tasks ranging from the 
hiring of secretaries to the supervision of building maintenance 
and grounds keeping. He ^lso took care of purchasing, payroll, 
and accounting. As the college grew, he hired some assistants 
for the other duties, but retained the purchasing functions. 
Last year he retired. After a six-month long search, the presi- 
dent recommended that the chief accountant, Lloyd 'Farmer, be 
appointed to a newly named position as vice-president for admin- 
istration and finance. Mr. Farmer, in turn, has hired Lisa 
Altobelli, with five years 1 related experience in a local indus- 
try, to work for him in a new 'job as manager of purchasing. 

Ms. Altobelli 1 S first assignment is to develop a more 
streamlined purchasing procedure.- She is expected to retain the 

t - 
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necessary control over purchases , but to allow department chair- 
persons and chief administrators to assume responsibility for 
their own , budgetary control and for the initiation of requisi- 
tions. Her experience in dealing with vendors and factory repre- 
sentatives is expected to result in greater buying power for the 
dollars spent, but Mr* Farmer does^not" want Ms. Altobelli to do 
everything herself. Instead, he emphasized that he wants her to 
design and. operate a system of clearly described and interrelated 
functions performed by the most appropriate officials — one that 
they all can understand, anyone that will operate* in a quick, 
predictable manner. ^ ' 

r 

In her analysis of the present situation, Ms. Altobelli 
talked -to many people, learning what jobs the^ currently p^tfojmi, 
and soliciting their ideas for improvement.' She also examined 
many documents, including the college's brief purchasing policy 
document, recently revised by Mr. Farmer and adopted by the board 

_Qf trustees . The policy statement emphasizes that— the college _ 

^should strive to acquire items ^following the "best value for- the* 
lowest price" principle. It requires that sealed bidding proce- 
dures be used for all purchases over $2,000 in value, or con- 
tracts extending six months or more. Purchasing authority is 
delegated to the vice-president for administration and finance 
for transactions under $10,000. Otherwise, board approval is 
required* an£ it must also approve even intended purchases (i.e., 
before the solicitation of bids) for items worth $5,0,000 or more. 
Beyond the criteria of lowest price (given equal quality), the 
policy expresses a preference for doing business with local ven- 
dors, and seeks to encourage transactions with minority enter- 
prises and those with a tradition of hiring physically impaired 
or economically disadvantaged persons. 

Acting within these guidelines, Ms. Altobelli has^drafted an 
outline of the proposed purchasing procedures, on which the pur- 
chasing* handbook, purchasing forms, and other documents 'will be 
based. Be fare she meets with persons affected by the proposed 
-changes, mpst 'o£ whom* work for Vice-President Farmer also, she 
has asked him to review the outline to make sure she has neither 
left some important steps otft, nor ftas suggested procedures that 
are unworkable or contrary to general policy. 

Here is the outline; ( 

I.* Requisitioning 

A. Initiated by any professional/academic/supervisory 
' staff member m 

B. Sent directly to purchasing mafiager (PM) 

. I Q. Requestor may suggest vendor, but not make commit- 

ment to salesperson 




D. Draft specifications should be included 

E. Sample form to\pe included 

\;- . 

On-the-spot purchaSi^j 



A. Allowable for*it<ems unWer $25 

B. Requisition must say "confirming order" (sample" 
to be attached! x . - • 

C. Items can be "charged ," or purchaser can pay and 
be* reimbursed i / 

D. No state sales tax ik to be paid (cite tax exempt 
number " 16425 ") ; % >t - 

E. * List of vendors with whqm college has charge 

accounts to be attached 

F. Procedure used at buyer's own risk; PM has option 
; not to honor commitment 

Securing price, quotations/b.ids 

A* Written method * 

!• Usual procedure (sample ^orm to be included) 
2# For purchases of estimated value $100-$3,500 

3. Fourteen (14) days response" time provided 

4. Quotation to be sent directly to person 
requesting the tequisitibn 

B. Telephonic method 

1. For purchases of less than $100 value, or 

needed %ooner than 21 days from dat§ of requi- 
. sition • * 

2. 9 Can be used in exceptional cases with approval 
of Vice-President Farmer v . 

3. Oral quotations must be immediately confirmed 
using written form 

C. Sealed bid method 
1. For purchases over $3,500 (board must approve 

before soliciting bids of estimated cost over 
$*0,000) 

> i. For services^ contracts *Jver & months 1 duration 

3. Bid invitations (sample to be included,^ 

a. Sent directly to likely bidders 

b. Three (3) weeks response time provided 

c. Guidelines on how to write specifications 
to be included , * 

4. Bid handling . 

a. Stamp with "Received by PM" and "date 
* " stamps 

b. Log by vendor, date, time/ and requisi- 
tion/inquiry number 

c. Retain in V-P f s safe until opening 

d r Return late bids with "returned; received 
after deadlines stamp and explanatory 
letter 

* 
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* 5. Bid opening , 

a,, PM and representative 'of requestor must be 
« present, 

b* Bidders invited; session open tp public 

c. Bids opened, read aloud, and tallied by PM 

d. PM and requestor consult about price and 
specifications; if awarded to^fc©*rest 
bidder , announce immediately; if npt, 
announce within three (3) working 

D. No bid/quotation ^method , 
1. Used for item already under long-term, open 
purchase contract (currently in fogse only for 
paper, office furnishings, and petroleum 
products) '** / 

Issuing purchase orders 

A. Sample forjn to be included 

B. Signed byT PM ($0-$2,000); V-P for administration 
and finance ( $2,000-$10,000 ) ; board chairman and 
president (over $10,000, after board approval) 

C. Specifies firm price and delivery date 

D. Copies distributed to vei&or (2), PM files, 
accounting, and using department 

E. Vendor returns an acknowledging copy confirming 
price and delivery , 4 . 

Shipping instrQctions 

A. Usual method — FOB destination (prepaid by vendor) 

B. Exceptions, approved by PM (for sake of haste or 
-fragileness) : 

1. College personnel/vehicle pick up 
21 Premium (air courier, special delivery, parcel 
service), paid by college 

Following up on delivery 

A. Responsibility of user department to detect late- 
ness, "'call vendor \\ 

B. Ntew delivery promise date to be marked on user 1 a \ 
copy of purchase order * \] 

Receivinc 

A. Receiving clerk/custodial supervisor files pur- 
chase copies by vendor and delivery due date 

B. Items checked off on both copies until all are 
received in good order 
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C. -One copy of order stays with item — call user 
department to pick up , 

D. « Other copy of purchase order sent to PM with copy 

of freight slips 

E. User departments .responsibility to detect and 
report both Visible .(before unpacking) and 
concealed ^ after* unpacking ) damage 

P. User department to notify PM within 3 4 days if 
; * order, not satisfactory - 

VIllY*^Paying invoices 

. ' . N « 

A. All invoices to be forwarded to PM 

B. 1 PM initials invoice as OK to pay, checks purchase 

order number * t 

C. . %One copy retained, remainder sent to accounting 

\ D. * PM closes'file, files by vendor, notes on purchase, 

order log * - 

■ E. Accounting drafts and mails payment « 

• 0 

* IX. Adding to inventory 

A. PM or using department adds all major (over $100) 
< ii^ems to records . . . 

B. Inventoi^* card (sample to be included) to be 
( posited with vendor, purchase date 

X. Appendix 

A. Orgahizatioft^ljchart* 
« B. Recapitulation "of duties, by position 

C. "Flow chart 

i 
1 

• Assume you are Vice-President Parmer,. Ms. Altobelli has an 
appointment to /see you tomorrow to go over— this outline. Make 
wha^ever.additions and corrections you feel are necessary, and 
note those pro^isfions that are acceptable, in preparation for 
this, meeting with her. J 
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Compare your written corrections and additions to the 
outline described in the "Case Situation" with the 
"Model Corrections" given below* Your responses need 
not exactly duplicate the model responses; however , 
you should have identified and corrected errors of 
the same general type. % 




DEL CORRECTIONS 

<' 

Overall , the procedures are outl ined'very logically and 
thoroughly. Particularly, commendable are the inclusion of 
numerous sample forms, charts, and checklists to help the users 
of the handbook* Also, the procedures are generally simple and 
do not involve excessive centralization of actions, which might * 
cause delays in the event a key administrator was temporarily 
absent or overworked. 

Furthermore, the procedpfire development methods followed by 
Ms. Altobelli were thorough, systematic, and considerate of those 
persons whose .cooperation would be necessary for the success of 
the new system. 

* ♦ 

The "Requisitioning" section, m however , shpuld have included 
a step requiring the signature of one or more intermediate offi- 
cials or department chairpersons. They would review the budget 
figures and certify that sufficient funds were 'available, and 
agree that the purchase was appropriate. 

The "On-the-Spot Purchasing" section seems "to be complete, 
and carries all the warning statements needed for this nonroutine 
means of purchasing. 

A major omission is the lack of an entire section on the 
encumbrance of funds, including budget review, initial posting of 
the quoted price, and clearing of the encumbrance with the actual 
price^plus shipping charges. 

In the "Price Quotations" section, parts A and C, the bound- 
ary between written quotations and sealed bidding is incorrectly 
stated as $3,500; according to the board's purchasing policy, 
this should. be $ 2,000 . Moreover, the quotations should be 
returned tp the purchasing manager (PM) , not the user department. 
Finally h no mention was made of the maintenance of a bidders 
list; or public advertising (through an "official" local, state 
capital, or trade newspaper) for bids. 

In the section on "Jssuing Purchase Orders," no mention ~ 
is made of distributing copies of the -purchase order to the 

/ 
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.receiving office, which should receive at least two copies (see 
sectidn VII-A) . * 

w j 

The "Shipping Instructions" section is brief, but seems to ■ 
be complete. 

In the "Following up on Delivery" section, /responsibility 
for follow- through on overdue deliveries is incorrectly assigned 
to the user department. Granted it might be the first to notice 
the lateness of a shipment (especially if neithejr the PM nor the 
receiving -office is checking its resped#iv§ suspense file), but , 
the contact with the vendor should always be handled by purchas- 
ing of ficials. Likewise, the. PM, should subsequently* notify all 
recipients of purchase orders v of the new - delivery promise date. - 

The section on "Receiving" also improperly^ assigns responsi- 
bility to the user department for, detecting and reporting visible 
damage . This should be done instead, by receiving personnel, who 
are to note damage on the f^eigh't slip a«t the time of deliyery 
(or even refuse delivery if damage is too severe^. In the event 
that the item is complex or fragile, the receiving department 
might wish to have the user department complete the unpacki 
at which time they could detect aoncealed damage — something 
they would -then report to the PM, not directly to the vendor or 
freight service. ~ 

Finally, in the "Adding to Inventory" . section, the inventory 
card should also reflect the purchase order number^and purchase 
price, so as to facilitate . reordering if needed later. 

Level of Performance ; Youri corrections should have dealt with 
most of the same errors^^nta corrected them in approximately the 
same way as was done j.n the model responses'; If you missed some 
-errors, or have any questions about any additional points -you 
made, review the material in the information sheet, "Controlling 
the Step's of the Purchasing Cycle," pp. 27-50, or check with your 
resource person, if necessary. 
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Learning Experience III 



OVERVIEW 




Activity 



( Optional • 
^Activity B 



Q 




Afte^r completing the required reading , critique 
the performance of an administrator in a given 
case study in providing for insurance coverage 
against casualty losses and liability claims. 



You will^be reading the infprmation sheet," 
"Selecting £he Proper Amount, Type, and Carrier of 
Insurance , " pp. 63-72. 



\ 



'4 



You may. wish Jto arrange through your resource per- 
son to meet with an experienced administrator/ 
business manager and to interview this person- con- 
cerning hds/Her experiences in selecting insurance 
to cover the institution's needs. ■ 



r 



You will be reading the 
and critiquing the perfo 
t ra tor - de sc r ibed . 




pp?4?5-76, 



tudy , 

the adminis- 



If 



You will be evaluating your competency in cri- 
tiquing the* administrators performance in provid- 
ing insurance coverage by comparing your completed 
critique, with the "Model Critique," pp. 77-78. 



vs. 



1 %aJ' 'X. 



6r 



BO 



OFor information abotit how your institution can pro- 
tect itself against the financial drain and impaired 
effectiveness arising from casualty losses or lia- 
bility claims, read the following information sheet. 



SELECTING THE PROPER AMOUNT, TYPE, AND , 
dARRIER OF INSURANCE 



Educational institutions, dike homeowners, business firms, 
or industries, risk losing ^property or possessions from many 
causes, or being sued for damages arising from improper connect 
of their activities* In a broad sense, the administrator should 
be concerned with risk management by identifying and removing 
hazards (through maintenance, health safety inspections, security 
precautions, emergency drills, etc.), or by appropriating contin- 
gency funds to pay for predictable damages such as broken "glass. 
Through these constructive or preventive actions, the n institution 
can ensure the continuity of -tt^ programs and minimize many types 
of. financial loss.^ % * 

When risks are too large, to be carried* alone aqd they cannot 
be controlled through risk management, educational institutions 
should purchase . insurance * Most institutions purchase two kinds - 
of insurance: casualty insurance and liability insurance* They 
protect, against catastrophic losses such ^s building destruction 
or vehicle accident, and against liability clcPims such as negli-. 
gent injury to students under an instructor's care. 

This information sheet will cover the basic principles you ° 
should follow in recommending the means by which, and the extent 
to which, the board should secure different types of insurance 
protection. ^It is not . possible, however, for the information 
presented here to be very specific. Rathfer, you will nee<J to 
undertake your own investigation into the applicable laws of your 
state, and conduct a review of the outcofhes of recent litigation . 
in either your geographical area or the area of your administra-* 
tive endeavor (e.g., instruction, admissions, business)^ More- 
over, this information sheet will not cover the various kinds of 
insurance often provided to employees as fringe benefits (e.g., 
health, nfajor medical, dental, life), nor the group insurance 



3. For a more complete discussion of maintenance, health, secur- 
ity, and safety, you may wish to refer to Manage Vocational 
Buildings and Equipment , part of the Competency-Based Voca- 
tional Education Administrator Module Series (Columbus, OH: 
?he National Center for Research in a Vocational Education, The 
Ohio State University, ,1981). 
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~~ 7 poilcdes for student accidents tnat tne institution ofWi ac t s 

as an enrollment agent fot. 

~ "In selecting 'insurance coverage, you must decide the extent 

o£ the institution 1 s "insurable interest." The interpretation of 
. * this concept varies from state to state. Generally speaking, 
4^ „ .determining insurable interest means deciding which losses the 
\ institution is likely to be legally responsible for. Some state 
laws make it illegal for boards to purchase insurance coverage 
, * &gaifast losses that do not involve an insurable interest (e.g., 
" \ accidental damage to. the chief administrator's private automo- 

* * bile,, or an assault lawsuit against an instructor .who, at the 

S , time of the alleged infraction, was not acting within the scope 
of his/her official duties). u Each board (acting upon the advice 
of an administrator, perhaps you) must determine the extent of 
its insurable interest, based on the institution's particular 1 
situation and celevant statutory and common law. Beydnd that, 
the administration needs to consider the morale benefits of _ 
standing behind its staff in the face of threatened lawsuits 
and providing whatever support it can, whether it be fully paid 

». ; pliability insurance, legal aid, or assistance in arranging, but 
not paying, for group liability coverage. 
» 

Because .of the presence of so many variables, including 
0 legal ones, and the bewildering diversity of coverage options 
available, you might w^ant to proceed by first engaging the ser- * 
vices ^of an insurance* consultant. ' This individual might be an 
attorney, a university business administrator or professor, an 
employee of a local financial institution, an official of a state 

* * government office, or a self-employed expert available on a con-" 
' ♦ tract basis. -Regardless of , title, his/her expertise, references, 

[ anjd experienqe will determine if he/she can provide your institu- 
tion with th£ necessary assistance. " \ * 

*«Let us now turn to a more detailed discussion of the two 
m f ajor types of insurance coverage — casualty and liability — and 
examine the factors yon aeed to consider in each case. These 
include the /sources^ of risk, the val : iie of the assets you wish to 
protecut, *an4 th£ extent of coverage iteeded. 

Casualty ^Insurance ^ .\ 

Educational buildings and the fur)\ishings in them represent 
a major investment foryth6 institution or" local district. If the 
institution has only jane building, its lofcs would-be catastrophic 
unless the building and it$ contents were adeaua^iely insured. As 
the number of buildings that an institution owns increases, the 
financial loss due to damage or destruction of any one building 
becomes less severe. —However, students must still <be transferred 
to other facilities (probably less suitable ones) until such time 
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as >the board could acquire assets to rebuild. While the proba- 
bility for suffering loss increases with the number of facili- 
ties, the actual probability that an institution will be unable 
to. provide instruction decreases. Thus, small institutions with 
few buildings have the greater risk, while large ones with many 
buildings. have a smaller risk. 

Types of hazards and coverage available . Fire — whether 
ignited by arson, electrical defects, stored chemicals, light- 
ning, or other causes — is the most, obvious hazard to facilities. 
Other perils include damage by wirtq, hall, falling trees, explo- 
sion, riot, civil commotion, vandalism, aircraft, vehicles, 
smoke, and water damage. Less probable are damage by earthquake, 
floods, or land subsidence' (due to subterranean mines or geologic 
activity) • 

In considering^types of hazards you need to insure against, 
you need to consider the likelihood of that hazard occurring. As 
the possibility that a building will suffer a specific peril 
decreases, the cost of insurance to guard against that peril 
decreases. For example, old buildings are more prone to fire 
loss than newer ones. Such items as electrical wiring, boilers, 
and the general construction of modern schools favor the odds 
that there will not be a fire in -the- newer building. The odds of 
there b^ing a fire are against the older building. Thus, the 
coverage selected should consider the probability that a specific 
building in a specific location Will suffer damage from one or 
more of the given perils. The best advice on this matter will 
come from the insurance companies themselvjes, which have histori- 
cal records of claims for different kipds of buildings in your * 
area within the various peril categories. 

Other specific types of coverages for buildings and their 
contents might be advisable if the board considers the risk of 
covering a sudden loss too great to bear alone. Coverage is 
available for boilers, furnaces, r air compressors^ water tanks, 
refrigeration units; air conditioners, and other stationary 
machinery. Actually, boiler insurance constitutes true risk 
management since most of the premium revenue is devoted to safety 
inspections and instruction designed to prevent, rather than 
compensate for, cataclysmic explosions and equipment damage. 
"TSfrass- breakage insurance is also available, but if the breakage 
rate is high, the insurance rate will also be high. Many schools 
have chosen instead to install break-resistant glass or plastic 
windows. Also available ^re M floater" coverages (sometimes 
known by the obsolete term, "inland marine insurance") that 
ofrver movable items, such as athletic or audiovisual equipment, 
wherever they may be located. 

For the convenience of administrators, state agencies or 
insurance underwriters have often prepared standardized policies 
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offering a package of the coverages most often required. These " 
packages are known- as Public Institution Policies (PIP) or Stan- 
dard Multiperil Policies (SMP). They constitute a good baseline 
.from which to calculate policy costs or additional insurance 
needs, and usually are based on the preferred rates earned by 
t safe'f well-supervised schools and colleges, . / 

\ # * Estimating the value of insured assets . The amount of *\ 

* insurance coverage purchased is based upon the insurable value yf 
the building and its contents. The insurable value equals the 
replacement value at current prices ("current" when the insur- 
ance is purchased), less the cost of uninsurable (and°usuail^ 
indestructible) items such as foundations or underground pipes 
and wiring. The insurable value *is determined based on an 
appraisal done by a professional appraiser, an architect, or a 
qualified contractor. Insurance companies should.be consulted in 
the process of determining' the appraised value, since Jthey must 
* ultimately accept the -accuracy of. the Appraisal wher) the policy, 
is written. * 

The appraisal of the building is Jcepfc separate from the 
appraisal of the contents, which 'probably will b^ insured at a 
higher rate. Equipment and other items that are 1 built into the 
building are classified as part of the structure! however, and 
qualify for the lower rate. Their value can usually be, readily 
assessed from inventory r ei 

I - • v -J 7 

Duplicatk^bopie^rof the inventory -<St the buildjLng should 
also be maintairfed^in the central office, not only in the build- 
ing that is being insured. This will guard against the possi- 
bility of losing the inventory with the building should it be 
destroyed. Building inventories should be updated annually or 
whenever substantial additions are made to the contents of the 
building. < ' 



Liability Insurance 

Liability insurance projects the board, administration, 
instructors, and other employees from claims against ^them result- *- 
ing from £orts, that is, acts of negligence or malpractice. Some 
states, have held that schools* and .colleges are immune from liabil- 
ity; however, the recent trend of court rulings has been to 
increase institutional responsibility for property damage and 
personal injury arising from negligence. 

A tort is defined as an act or an omission under the lad 
that is related to the harm ,or injury another person suffers. .A 
tort indicates that a wrong has been ctane by one party to another 
under obligations imposed by daw (i.e., an institution is con- 
sidered to hold a responsible relationship to the public for the 
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care of their students). In addition to accidents, which may 
result from acts of negligence , incompetence , or omission in 
doing one's duty, there &re willful acts of commission ^that are 
also considered torts. These latter include assault and battery 
on a student, and libel or slander (untrue, defamatory comments , 
outside of privileged communication circumstances). Libel 
describes such comments when made in writing; slander describes 
spoken comments • 

Types of hazards and coverage available . Liability, as it 
affects education personnel, means .t^at a person has an obliga- 
tion to be responsible for the well-being of students during * 
activities sponsored by. the institution . For example, mstruc- 
tors are liable for the safety of students in their shops, 
clinics, or laboratories. If an accident occurs and instructors 
are found liable, they could be held responsible for paying any 
damages that result from the accident. 

r 

The two types of insurance that are normally purchased to 
cover an institution's liability risks are general and vehicle. 
General liability insurance covers such claims as injury from 
accidents resulting from negligence on the part of instructors 
and other institutional employees acting within the scope of 
their employment . However, tfiis type of insurance does not cover 
employees of* the institution who may themselves be injured as a 
result of negligence. 

- This latter type of protection is provided under worker's 
compensation insurance. Laws in every state provide for some 
type of worker's compensation plan that covers both the cost of 
treatment fbr work-related injuries as well as a stated percent- 
age, of ten "60%-70%, of the wages that are lost. The insurance 
may be underwritten by either a private firm or a state agency — 
depending on state law — with the premiums paid by institution/ 
employer. Worker's compensation is a valuable supplement to the 
usual sick leave fringe benefit. It benefits the institution 
also by fixing the limit of claims, therefore keeping premiums 
stable and rather low, and by precluding litigation that would 
otherwise be needed to establish negligence and liability. 

Vehicle liability insurance covers accidents resulting from 
negligence on the part of school' employees while they are driv- 
ing a vehicle within the scope of their employment * (Fleet rates 
and coverage often are available if the school operates five or 
more vehicles.) Individual instructors who" routinely use their 
automobiles to transport students should also consider securing 
additional coverage on their own policies. This would cover a 
situation in which there is some doubt concerning whether an 
accident occurred during the scope of one's employment or in 
the conduct of one's personal business. Cooperative education 
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teachers f ind i themselves in this situation as they work with 
students both during and- after school hours and on weekends. 

Estimating cost of risky activities . In the case of casu- 
alty insurance, the task of assessing the value o£ property to be 
covered was straightforward. Such is not the case for liability 
coverage. Perhaps you should thirik first of the more common 
example of automobile liability coverage. In the first place, 
the state often requires that all motorists maintain a minimum 
amount* (e.g. , 50/200) , providing maximum payment of $50,000 to 
any dne claimant, and/or a total of $200, 00Q to all claimants for 
damage and/or injury arising from a single accident. If a motor- 
ist' operates a vehicle likely to cause grievous harm to^others 
('e.g., a large semi-truck or cement mixer) or to its own occu- 
pants (e.g., a van or bus) in the event of an accident-, he/she 
would wisely choose to increase this coverage. Likewise, this 
i» motorist might opt for more protection if judges and juries in 

his/her locality had recently been generally deciding in favor of 
injured parties, and awarding high dollar settlements to them. 
The higher coverage options (100/300, 200/500, ^tc.) usually do 
not cosl: proportionally more. 

The same principle fot determining extent of coverage 

* applies to other types of activities that should be protected 
from liability claims. Your decisions should be based on two 
factors: (1) the nature of actions required of institutional 
faculty and administrators, in terms of the likelihood of 
resulting in mishap, offense, or malpractice, and (2) the sever- 
ity of the damage that might result, whether to property, health, 
reputation, or psychological well-being. (Consider the case of 
plastic surgeons and anesthesiologists. Because they incur more 
risk in the course of their practice than do, for example, veter- 
inarians or optometrists, they generally carry more insurance 
coverage. ) 

There is another related area that deserves some attention. 
Surety, bonding is a means of protecting the institution against 
efroneous or criminal performance of duties by those Officials 

* involved with monetary transactions. That is, the' institution 1 s 
accountants, purchasing agents, bursar/cashiersf payroll clerks, 
and so on, are "insured 1 ? so that if there is loss, misappropri- 
ation, or embezzlement of funds, the institution is reimbursed 
for this loss. The size of the -bond,, will be based on both the 

-amount of money handled and the opportunity for loss available 
to the incumbent of a given position. (Armored truck couriers 
clearly need more bonding protection than, does the cashier at the 
institution's snack shop.) 

Surety bonding should be combined with other types of 
"crime" insurance" in order to provide comprehensive protection 
against burglary, robbery, and mysterious disappearance as well 
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as embezzlement , loss, an<j pilferage. If the same insurance firm 
underwrites both the bond and the crime coverage, then the insti- 
tution need only prove it suffered a loss. Otherwise, the two 
^insurance carriers could dispute whether the loss was caused by 
n inside" or "outside" perpetrators. 

Alternatives to Commercial Providers 
of Insurance Coverage 

Unlike individual" .citizens or owners of small businesses, 
administrators of public institutions have several options from 
which to choose besides the usual private, for profit, commer- 
cial insurance firms represented by local .agents. Of course, 
these conventional underwriters might prove' to be the most ' 
satisfactory in most cases, but you should be at least awalre of 
the alternatives that might be available to you in your state. 

The first of these is a state property insurance fund t 
As of 1976, five states^ had established these. These funds 
cover the facilities of state, county, and local governments 
(e.g., court houses, city halls, libraries, hospitals) as well 
as schools and colleges. With the amount Of reserves and the v > 
costs of administration limited by Taw (the latter at 5%-10% of v 
the total premium income) , « these funds have been fdund to offer 
equivalent protection and service at a cost of only 50%-70% of 
the premiums charged by cpmmercial companies. 

Similar* discounts can be achieved by consortial purchasing 
of insurance. Under this arrangement, many or all similar insti- 
tutions (e.g., all of the colleges in a state, or all the public 
schools in a county) can negotiate as a consortium with a com- 
mercial insurance carrier — or,' in fact, with a comparable consor- 
tidm of insurance firms themselves. B£ offering stability-an^ a 
large financial base, this institutional consortium can attract 
lower premiums by simplifying the administrative arrangements and 
reducing the sales efforts required of the underwriters. 

» IT 

A third choice that might surprise some people is the option 
of having no insurance , or at least, no insurance per se involv- 
ing a written policy and tfte* payment of premiums to a second 
party. If an institution is large enough and old enough, it 
might have accumulated sufficient capital reserves to allow it 
to absorb occasional losses. Because these reserves are often 



4. Alabama, North Carolina,* South Carolina, No At ft Dakota, and 
Wisconsin, according to Richard Browiy* Jr. in "Isn't It Time to 
Turn Insurance Dollars into Instructional Dollars?" Joi!?ftal of 
Educational Finance. 1 (Winter 1976): 391-396. 
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invested and;* thus, earn revenue, this practice constitutes a 
double-barreled savings strategy. This arrang||ent is known 
as "self-insurance, " and can be developed as an institution 
matures by annually appropriating some funds to cover certain 
types of low, acceptable, or predictable losses* Few institu- 
tions are entirely self-insured, but many can benefit by using 
this strategy as much as is practical* , 

A fourth way, albeit one requiring a great deal of faith in 
politicians or voters, is to expect that uninsured losses will 'be 
replaced by revenue from bond issues, building levies, ^or legis- 
lative capital appropriations * This practice is sometimes jus- 
tified based on the savings realized from not paying insurance 
premiums (a portion of which becomes the profit for the insurance 
carriers) . 

In * the event that insurance is purchased from private car- 
riers, the procedi^res for developing specifications, soliciting 
price quotations, and selecting vendors are basically the same as 
those followed in purchasing supplies and equipment. Insurance 
is usually one of those major, long-term, and sensitive transac- 
tions that requires board approval, following administrative 
deliberation of the alternatives and the presentation of a recom- 
mendation to the, board. * - * 

One iihpDrtant difference is that competitive,- sealed bidding 
is not generally used. to determine the optimum price. Rather, it 
is a common practice, for institutions to purchase insurance from 
local agents using written quotations. One rationale for this 
seemingly inconsistent practice is that the board wishes to keep 
its funds in the hands of local agents rather than risk awarding 
contracts tp low bidders from outside the district or service 
area. While it is generally true that, a good portion of the 
support for institutions comes^ f rom the entire state, and that 
they have no obligation to favor local agents, there is still 
persuasion f rom local sources to keep the business *tliere, using 
the justification that better service will be provided to the 
school ♦ • One m^ans Of resolving the issue is to seek bids (see 
sample 10) from a local group of insurance companies*, who, agree 
to divide commissions in proportion to the coverage each pro- 
vides. The bids may be informal or formal — as the board wishes — 
so long as there are assurances that the best coverage will be > 
provided at the least cost to the institution and taxpayers. 

Another rationale for waiving formal bidding rests on the 
assumption that insurance rates are not allowed to vary that much 
anyway. Institutional rates for insurance are usually determined 
under educational institution schedules that have been developed 
by rating bureau* and * approved by state or regional con^issions. 
For example, the rate for fire insurance takes into account 
Whether \he building is fire resistive or nonresistive, its 
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, SAMPLE 10 

INVITATION FOR INSURANCE BIDS ; ''V* / 
1 : ^7 

ANYT0WlT¥0CATI0NAL SCHOOL - V; . •* , J. 

. " •* , > .123 Main Street f ' * . • - j 

Our town, USA 54321 ~ * . ; * . i 

- ~ / . ... /.VCr - . .<:. . \ j 

1. The Board of Education of Any^oW^ocational School will receive' bids 'for i 
district insurance coverage axjOuptown. Bids must be submitted before t . j 
2:0b p.m . on February 29, 199^ TTBids will be opened at~ 2:00 p^m ., < . " J 
February 29 , 1999. All bids must be sealed and clearly identified on the j 



outside of the envelope as "Insurance Bid. t 

2. Basic coverage .desired is as follows: y'< j ' rf V 

A. Building anc^ Content Insurance - • 7* \ 1 

B. General Public Liability ; ^ 

C. Vehicle Insurance ~\ 

D. Boiler and Machinery >' \ * : 

E. Fidelity $ond and Blanket Honesty fy*nd • 'V^ < 

F. Worker*s Compensation ■ v / V*-. 

G. All Risk Inland Marine \ ■ Vfc rU^V^* 
- " H. Umbrella Policy:'*:* . . "V^^** 

3. fin addition to the above basic coverage, alternate coverage descri 

elsewhere in this invitationwill.be considered* ,.^1?.^^^^.'! 

4. /Bidding companies must have a minimum Best-Is;' Rating of jA+£ "'WV^^-ve ■ t*i>» | 

5* All policies must be nonassessable. ^1 : - * >, /'-V ~ 

6ji Coverages requested are to be provided by nitons of the St^ti^rd Multiperl] 
Policy, said 'policy (package) to include a^jjfmany of the individual cover-v ^ 
ages as possible. : . - v^V- ^>^,h . c 




7. The Board of Education reserves the r^ght ,to .reject any or all bids, and % 
the right to award the bid(s) to the agency(s) whose proposalCs)^ in the m 
opift^an of the board, best meet the needs : of the district. \ * ^ 



8. Bids should be submitted on the forms provided. Bid should be iased £n : > : 
an annual premium, with the understanding that it is the intent of the \X 
insured to maintain the insurance % force for a three (3)~year period. 
Bidding companies to guarantee bid premium for first .yfear-. • \ ^ >j^> 
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location in Qe- community , the quality of the fire department and 
water supply , and the experience record of losses for the class 
of risk. In some. cases, conditions- within the building increase 
the risk of fire. If these are corrected, some premium discounts 
can' be allowed because of the reduction of the'ri^k. While 
certain changes that reduce risks may be costly, the increased 
safety to students within the building usually makes them neces-* 
sary, even though the premium savings will not* recover the cost 



Periodic Review of Protection 

Like so many other areas of administrative practice, the 
provision' of insurance coverage ^should also be evaluated and 
revised at planned intervals, and at other times when new needs 
ark recognized. An obvious reason to reexamine the amount of 
insurance in force is that an institution is always making new 
purchases. In addition, its current property changes in value 
(equipment and supplies usually depreciate or deteriorate, 
whereas buildings, often appreciate or, at least/ their replace- 
ment cost will rise). 

In the case of liability protection, certain types qf acci- 
dents might become more prevalent, or new kinds' o£ malpractice or 
other torts might come to be recognized -more often % by *the courts. 
Earlier, this information sheet presented t information About the 
effect of rising court settlements to injured ot aggrieved par- 
ties. Moreover, the immunity from litigation formerly granted to 
public officials is gradually being revoked by legislation, and 
this needs to b£ taken into account when insurance requirements 
are reviewed. 



Also, actions that reduce the £hance of loss might also 
have been taken. In many institutions, driver safety programs 
have been implemented; fire protection equipment hks "been 
upgraded; school or campus security forces have been employed; 
anti-intrusion devices have been installed; field trip or shop 
procedures have been revised; or similar measures have been 
taken that either theoretically or empirically have the effect 
of reducing casualties to'persons or property. 



The importanV^oiht is that, because of these changes, your 
reviews must be periodic, preplanned, and thorough, involving 
persons with the necessary expertise. The adoption of this and 
the practices presented earlier should go far ( to provide the pro- 
tection from loss of funds and property that the public deserves. 



for several years. 
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You may wish to arrange* through your resource person 
to meet with and interview an administrator/busines^ 
manager with considerable experience in selecting 
Act'°t a ' ■ insu J^ rice for his/her educational institution. 
L v M Before the interview takes place, you -should prepare 
a list of questions yoa wish to have answered, such 
as the' following : 

• Who in 'the institution is involved in the 
• t insurance, selection proces;^? wh] 

• What types of insurances do they consider? 
Wtjat sojurces? 

• What criteria do they use to evaluate the 
various insurance oafcions? 

• What problems have they encountered relative 
to insurance? How were these resolved? 
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The following "Case Study" describes the process used * 
by a vocational education administrator in developing 
an insurance plan for his institution. Read the sit- 
uation^, and critigute in wpiting the performance of 
the administrator described, 

CASE ^TUDY 



Dr. Carlos Ortega became the vocational education director 
of High City High School two years ago, on the eve of the con- 
struction and equipping, of a multi-million dollar, vocational . 
education wing of the main school building. Because of 'bis 
^experience in business affairs, and because so. many of the school 
district's assets are n.ow related to the vocational area, he was 
. asked by Dr. Christina Schroeder, the district superintendent, to 
recommend for the board of education # a comprehensive^ insurance 
protection package.* . , - \ 

' '< 

„ . In spite of the press of his other duties, Dr. 'Qrtega 

began work on th^s assignment right away and , asked for the 'aid* of 
the assistant superintendent for business, Glenna Rasor. \She 
assisted Kim by providing available inventories of equipment a,nd 
construction data on all the district's buildings,, and by dicect- 
ing him to sources of related. data. Together, they. also examined 
institutional safety records for reports of such occurrences as- 
vehicle accidents, shop injuries, and fires. Dr. Ortega also 
studied lab, shop, and field* trip procedure^ cooperative educa- 

v «tion and work/study agreements; patterns of vehicle use; main- 
tenance procedures; recent renovations involving burglar alarms 
and sprinkler systems; and the employment screening records of 
all personnel who handle institutional funds in any way. 

V 

For part of this research^ Dr. Ortega was assisted by a teato^ 
of three individuals hired by/ the district at his and Ms. Rasor's\ 
suggestion. Ttie team included a real estate appraiser, an; 
insurance professor from the state university,, and an attorney 
* specializing in civil cases. 
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Based on their analysis of the data he had accumulated, 
,Dr. Ortega drafted a report for Dr. Schroeder, listing several 
forms of coverage and his estimates of the cost of each alterna- 
tive. After he and Dr. Schroeder had reviewed their various 
choices , J^iey selected the apparent best means to provide the* 
protection needed. At that point, Dr. Ortega prepared the fin'al 
recommendatid!n for her /to present to the board. The major pro-* 
visions were tS^iese: (1) commercial insurance for equipment, \ 
general public liability, professional malpractice for faculty 
and staff, arid bonding for key fiscal employees; (2) worker's 
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compensation to be provided. by the state-f urided plan; and 
(3) "sel,f-insurance," using the institution's reserve funds ,> 
for buildings. 

Once the board approved the plan, Dr^\)r,tega continued to 
work with the purchasing office to oversea the advertising, for * 
bids for the commercial part of the insurance package. Whihi the 
bi'ds were received, he and the university professor/consultant 
compared them and recommended that a large firm from the state 
capital, the low bidder by about three percent, be selected as 
underwriter. However, the board instead chose to contract with 
the second lowest bidder, a consortium of local agencp.es orga- 
nised by the president -of the county's chapter of an insurance . 
professional association (who had also been a member of the 
school board five years ago). • 

After the , board meeting, Dr.. Schroeder publicly thanked 
Dr. Ortega for his efforts,, which had by now taken about four 0 
months to complete. Beaming with pride at this compliment, he 
nevertheless wi'shed to l\imself that neither he nor anyone else on 
the administrative team would -have to look at another insurance 
policy for the next teri years. Now he had to get back to work 
on plans f<5jr ; that new agricultural mechanics building and its 
$200,000 worth of machine tools. , . 
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Compare your completed written critique of the "Case 
Study" % with the "Model Critique" given below. Your 
response need not exactly duplicate the model 
response; however , you ^should hay'e covered the same 
major pointl. 



MODEL CRITIQUE 

* 

The ca'se study describes what is practically a "textbook 
case" of how to go about providing good insurance coverage. 
Dr. Ortega worked -from the beginning with appropriate fellow 
administrators and solicited the services of not just one, but 
three insurance consultants. He assembled data on the ,v§lue of . 
the school districts property, and the nature and likelihood of 
such risks as motor accidents, shop injury, or fire; and he exam- 
ined those situations in which lawsuits might be brought against 
the school or its faculty and staff. 

The final ^package that he and Dr. Schroeder developed drew 
on diverse resources for protection. They didn't put all therT 
"eggs" (risks) into one -"basket" (insurer), and they chose to 
save some premiums by using institutional reserve funds to pro- 
tect agairfet fairly unlikely losses to their real estate. How- 
ever, vehicre insurance, both collision and liability, seems to 
'have been omitted. Also, >they c&tfld have opted for the cost of 
professional malpractice^insuraiice to have been borne, at least 
in part, by the faculty and st^ff— persons themselves. Not only 
would that save the district money, £ut it could also be argued 
that the board does not have a full "insurable interest" in 
claims brought against individuals. 

Perhaps the bidding process did not need to have beefr as 
formal as the one they used, but it certainly' followed the prin- 
ciples of fairness, consistency, and objectivity. The fact that 
the . board did not; follow the recommendation of Dr. Ortega and the 
consultant is not that surprising, nor is it irresponsible.' The 
difference, after all, was only three percent. Further, it could 
•be argued that the slightly higher cost of selecting a local 
insurer will be offset by better service, more frequent contact 
with the agents, lower cost of pursuing claims, and continued 
good relations with local citizens. 

Of course, someone in the' administration will need to be 
concerned with insurance matters ^efore the decade is over. Per- 
haps the analysis will not take as much time as Dr. Ortega had 
to devote this first time, but a review, at two- or thz;ee-year 
.intervals (plus ah appraisal and adding of that n£p ag mechanics 
building and its equipment) will -be needed to'ensure that both 
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the amount of insurance in force and the cost of coverage remain 
appropriate to changing conditions. 

) ' 

Level of Performance : Your compreted written critique should 
have covered the same major points as the "Model Critique." If 
you missed some points , or have questions about any additional 
points you made, review the material in t;he information sheet , 
"Selecting the Proper Amount, Type, and Carrier of Insurance," 
pp. 63-72, or "check with your resource person if necessary. 
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Learninc^_E*pe!rience IV 



FINAV EXPERIENCE 




Activity 



While working an*- an actual administr.ative\ v situ- 
ation, manage ^t he purchase of equipment /^supplies ^ 



and insurance*' 



•Vv-:v; 



A? part of your administrative responsibility; . 
manage the purchase of equipment^ supplies^rand 
insurance for aV vocational . education institution 
or program^ This will include-^Jl^:.^ v-J§S^?rf--.- 

•-developing institutional/program purchasing 4 
policy documents -^4^^^* "'I- 



• Securing protection.. 
^ property losses 

NOTE : Afe you c bmpl e te each nof iph^\i£ove^^^l^ 
ties, document your activities '(^Itttwr, i*t xti§^oti\^'y ? 
tape, through a -• , -- 4 j =— - 

m 





continued 



*If you are hot currently working in an acjiual administrative* < 
situation, this learning experience may be deferred , with the 
approval of your resource person, until you have' access to an 
actual administrative situation. 
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FINAL EXPERIENCE continued 





Arrange to have your resource person review [any 
products developed under your leadership, ^and the 
documentation of your activities ♦ ^vlf possibles- 
arrange to have your resource pers'on .observe One 
instance in which you work with ins true tdrs ^and/or 
other administrators to manage purchasin^|*activi- 
ties/ 1 . \ • ^ -*^:^'^^z^*v;"X 

Your total competency will be assessed by your ;, - 
resource person, using the; "Administrate ^'Perfor- 
mance' Assessment Form." pp. 8J.-84..;v \ X 



Based upon the criteria specif ied "in. this .assess- 
ment instrument, .your resource person wiir\ deter- 
mine whether you are competent in^managing. the - 
purchase^ of equipment, supplies, arid insurance* 



r 
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Name 
Date 



ADMINISTRATOR PERFORMANCE ASSESSMENT FORM 

Manage the Purchase of Equipment/ 
Supplies, and Insurance 



Directions: Indicate the- level of the administrator's accom- 
plishment by placing an X in the appropriate box under the LEVEL 
OP PERFORMANCE heading. If, because of special circumstances, a 
performance component was not applicable, or impossible to exe- 
cute > place an X in the N/A box. 



V 



In preparing purchasing policies and 
procedures, the administrator ; 



1. 



2. 



3. 



4. 



described the roles of key per- 
sons involved in purchasing 



ensured that the policie^and 
procedures were consistent with 
other institutional policy state- 
ments, as well as with the gen- 
eral mission and objectives of 
the institution PI 

solicited and incorporated infor- 
mation and comments from other * 
staff members involved in busi- 
ness transactions •••• [H 

\ 

secured legal advice to ensure 
that institutional policies and 
procedures conformed withr appli- 
cable laws and usual business 
practice . • • • • • [~| 



LEVEL OF PERFORMANCE 



it* 1* f# 



a □ 6 □ 



□ □ □ 



□ a □ 



□ on 
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LEVEL OF PERFORMANCE 
y ft 0/ ^ 



5. secured the necessary apprbval 
from board or appropriate/of fi- 

. cials. 

6. provided copies pf the policy and 
X procedure documents to jthose per- 
sons^ mentioned therein, and made 
copies available to other inter-* 
ested persons , 



In establishing control over purchases, 
the administrator complete 0 each of 
. the following tasks, or ensured H their 
completion by others : 



7. 
8. 



prepared, reyiserf, ahd/op made 
available needed forms. . • 



required that all requisitions 
be directed to ^ne purchasing 
office, which alone was autho- 
rized to Issue purchase orders* 



1 



9. 



checked all requisitions against 
budget limitations before issuing 
purchase orders < 



10. submitted all requisitions for 
items- exceeding a certain value 

, or certain useful life for | 
approval at the appropriate level. 

11. deVeloped specif icati6ns for 
items or services, in conjunc-. 
tion with the uset, before seek- 
ing price estimates. 

v 

12. sought sealed, competitive bids, 
when required by law, policy, or 
by. the significance of the pur- 
chase ....... 



1 



□ □ □•□ 



□ □ □ D 



□ □ □ □ 



□ □ □ □ 



□ □ □ □ 



□ □ □ □ 



□ □ □ □ 



□ 



□ □ 



LEVEL OF PERFORMANCE 

*0<* ^\ ^ yfi 

V 

' * - N . 

13. maintained proper ethical f 
standards in relationships with 

vendors "V □ □ □ □ 

14. issued purchase orders t and encum- * ^» 
bered funds, simultaneously .7*. /|[ | | Q Q 

In following through on purchases-, the ' ^- 

administrator completed each of the ; 1 
follpwing tasks, or ensured their com- 
JLetion by'othersl ' 

15. maintained a "suspense tj^l^or 
other system for Cheating with 
vendors or suppli'^r^on overbite* 

deliveries . ' ... □ □ □ □ 

16. provided the person in charge of 
receiving with a copy of expected 

. shipments arte associated instruc- 

tions □ □ □ □ 

17. secured reports from the receiv- 
ing person so as to initiate 

payments.... ... □ □ □ □ 

18. distributed' purchased items to 
requestor or to warehouse '. | ) • | | Q Q 

19. recorded purchases on "inventory 

records ---- > ^ Q □ □ □ 

In arranging for insurance coverage , 
the administrator complected each' of ; 
the following tasks , or ensured their * ' 
completion by others : > * 

20r^determined i/i which areas the 

'/institution had a legal , "insur- * 
able interest" in the possible * 

losses ' □ □ □ a 



83 



80 



LEVEL O^f EtffORMANCE 



✓ 



21. 



22. 



23. 



identified the value of certain 
types of property and the risk of 
loss for each type »..».< O 

* • 

estimated and compared the cost < 
of various methods of insuring 
against risks.. | I 

periodically reviewed - insurance 
costs., insurance losses, and 
property value changes, and 
adjusted/coverage appropriately. . . 




□ □ □ □ 



Level of Performance ; All items must receAve N/A, GOOD, or 
EXCELLENT responses. If any item receives^ a NONE, POOR,* or PAIR 
.response, the administrator and resource person^ should. meet to 
^determine what additional activities the administrator needs ,to 
complete in order to reach competency in the weak ar^eats). 
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ADDITIONAL RECOMMENDED 
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COMPETENCY^ ASEb VOCATIONAL EDUCATION ADMINISTRATOR 
/ MODULE SERIES x 

1 ■/ f ^ 



Order No. 

LT 58B-1 
LT58B-2 - 
LT58B-3 
LT68B4 
LT-58B-5 ; 
VT58&6 
LT 58B-7 
LT58B-8 
LT 58BI-9 
LT58B-1(i 
LT 58B-11 ' 
LT 58B-12 
LT 58B-13 
LT 58B-14 
LY58B-15 
LT 58B-16 



<~ Module Title % 

'Orgaoize and Work with a Local Vocational Education Advisory Council 
Supervise Vocational Education Personnel «■ 
Appraise the Personnel, Development Needs of Vocational Teachers 
Establish a Student Placement Service and Coordinate Follow-up Studies 
Develop Lodd Plans for Vocational Education: Part I 
Develop Locawlansjor Vocational Education: Part II 
Direct Curriculum Development 
Guiderthe Development and Improvement of Instruction 
Promote tjte Vocational Education Program 
Direct Program Evaluatioh 

Manage Student Recruitment and Admissions Y 

Provide a Staff Development Program 

Prepare Vocational Education Budgets 

Manage the Purchase of Equipment, Supplies, and Insurance 

Evaluate Staff Performance 

Manage Vocational Building^and Equipment • 



Additional modules are being developed thrpugh the Consbrtium for the Development of 
Professional Materials for Vocational Education. The Consortium is supported by the 
following member states: Florida, Illinois^ Ohio, New York, North Carolina, and 
Pennsylvania. 



RELATED MATERIALS 

LT 58A Guide to Using Competency-Based Vocational Education Administrator 
Materials . 

RD 141 The Identification and National Verification of Competencies important 

to Secondary and Post-Secondary Administrators of Vocatipnal Education 
RD 142 The, Development of Competency-Based Instructional Materials for the 
Preparation of Local Administrators of Secondary and Post-Secondary 
Vocational Education c 

For information regarding availability and prices of these materials contact— * , 



Program Information Office, 
The National Center for Research 

in Vocational Education 
The Ohio State University 
1960 Kenny Road . 
Columbus, Ohio . 43210 
(014) 486-3655 # 
(800) 8484825 




the Ohio State Unfverctty 



